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In the years since the founding of the United 
States the country has changed from a nation of farmers to 
a nation in which only one-fourth of the population lives 
on farms. As late as 1870 more than half of the gainfully 
employed in the United States were in agriculture; by 1930 
the proportion had fallen to a little over a fifth. 

This change has been due to a variety of causes. 
There has been an expansion of commercial and distributive 
services as manufacturing and processing took precedence 
over cultivation of crops and extraction of natural resources 
from the earth. A division of labor lus developed in which 
farmers concentrated on raising foodstuffs and fibers while 
city workers took over many of the other tasks formerly per-_ 
formed on self-sufficient farms. An increase has taken 
place in services of transportation, conmunication, and 
government which the existence of large urban areas made 
progressively necessary. Underlying all these has been the 
advance of technology and invention. 

This general transition from an agricultural to an 
industrial nation is a normal development and does not in it- 
self warrant national programs to assist agriculture. There 
are, however, a number of factors, some inherent in the 
present economic structure and some historical, which have 
operated to throw agriculture out of adjustment with the | 


rest of the economy and to thrust upon it a disproportionate 
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burden of readjustment. The inability of agriculture to 
make this readjustment as part of its normal operations 
is evidenced in many ways. 

On either a total or per capita basis rural money 
incomes are low in comparison with urban money incomes. 

This lower level of rural as compared with urban income is 
traceable, in part, to the smaller proportion of farm popu- 
lation in the productive age group. Security, however, al- 
though on a standard of living lower than the city standard, 
is apparently greater on the farm than in the city. This 

is attested by the large-scale movement from industrial to 
rural areas during the depression. 

Further evidence of the need for adjustment is to 
be found in the continuous loss of soil fertility and actual 
physical destruction of the soil itself. These soil losses 
are attributable partly to purely individualistic competi- 
tion in the sale of soil fertility. To some extent, soil 
losses are also a natural result of unfortunate systems of 
land tenure, and large fixed charges contracted for during 
land booms. Soil destruction is due partly to the low level 
and instability of farm income which have frequently made it 
difficult or impossible to maintain soil resources. 

Evidence of the unusual difficulties of agriculture 
is to be found also in the recurrent farmer movements. The 


weakened position of agriculture as compared to industry was 
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apparent after the Civil War. The Granger movement of the 
1870's with its demand for the regulation of the railroads 
and for antitrust legislation, and the Populist movement of 

the 1890's with its demand for currency reform, reflected 
the pressure on agriculture of systems of transportation, 
distribution, and credit dominated by the non-agricultural 
groups. The acute disadvantage of agriculture following 
the World War galvanized the agricultural group into new 
types of action. The cooperative movement was extended in 
an effort to give farmers some of the types of advantages 
enjoyed by industrialists through the device of the corpora- 
tion. The farm organizations, new and old alike, became 
increasingly concerned with the collective aspects of agri- 
culture's problems. 

The factors which underlie the difficulties of 
agriculture and which have made it advisable to take steps 
for positive assistance to agriculture may be outlined as 
follows: 

In the first place, production in many commodities 
tends to be highly irregular. This irregularity flows from 
such influences as the relative inelasticity of the demand 
for farm products and from the lack of organization of the 
farm business. 

Another factor giving rise to problems of agricul- 


tural adjustment has been the decline in foreign outlets for 
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farm products. In the latter half of the nineteenth cen- 
tury agricultural exports were large and were a vital fac- 
tor in the economic advance both of the United States and 

of western Europe. Exports of food and raw materials helped 
to industrialize Europe. These exports also enabled the 
United States to repay the large foreign debt which it had 
contracted in the period prior to the attainment of American 
industrial maturity. 

The trend of agricultural exports turned definitely 
downward at the beginning of this century, but this decline 
was offset by the expansion of the domestic demand for agri- 
cultural products, and no serious problem of adjustment ap- 
peared. The World War, however, caused an enormous expan- 
sion of American agricultural exports which could not be 
maintained because of the temporary nature of the foreign 
demand, the rise of new policies of agricultural self- 
sufficiency abroad, and the new creditor position of the 
United States. 

A further source of agricultural disadvantage is 
to be found in the relations between agriculture and industry. 
Agriculture has for many years been handicapped by lack of 
protection equal to that afforded industry by the tariff. 
Prices of manufactured goods have been high as compared to 
those of agricultural commodities, and transportation rates 


and middlemen's margins have been increased. The result has 
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been that the prosperity created for industry has left agri- 
culture a relatively unpromising field for enterprise. Even 
when the measures of agricultural assistance such as tech- 
nical research, education, and credit are thrown into the 
balance, the one-sidedness of our protective policies is 
manifest. The net effect has been to shift an excessive 
burden of economic adjustment upon agriculture. 

Up to the beginning of the post-war period it seemed 
that governmental assistance to agriculture in the United 
States had two broad objectives. These were: 1. Rapid ex- 
ploitation of the natural resources of the country; and 
2. Facilitation of the competitive process on the theory 
that active and free competition between individuals would 
best serve the economic welfare of the Nation as a whole. 

The land policies of the Federal Government were 
the first development in the relationships between govern- 
ment and agriculture. The Homestead Act of 1862, and its 
modification in 1864, permitted actual settlers who lived on 
the land and cultivated it to gain title to tracts up to 
160 acres. There were numerous supplementary acts. 

Along with its land policies, the Government lent 
its aid to the improvement of crops, livestock, and soils. 
This aspect was particularly important in the period 1862-1887. 

From about the turn of the century to the post-war 


period, great emphasis was placed upon the protection of both 
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farmers and the general public against unfair trade prac- 
tices. Closely related to regulation designed to protect 
farmers and consumers against abuses arising in the market- 
ing and processing of farm products were attempts to curb 
big business. This regulation was undertaken chiefly under 
the railroad and antitrust legislation which stretched from 
the period of the Granger agitation to the World War. 

Beginning in 1922 the Department of Agriculture 
moved beyond the point of bringing improved methods of pro- 
duction to the farm and began the dissemination of economic 
information which would enable individual farmers to make 
adjustments in the light of forecasts of prices of farm 
products. 

Of particular importance since just before the World 
War have been the activities of the Federal Government with 
respect to agricultural credit. Here the broad objective has 
been to make credit available to farmers at rates comparable 
to those secured by commercial and industrial borrowers and 
to establish institutions adapted to the peculiar credit needs 
of agriculture. 

The farm cooperative movement in the United States 
has been of long duration and has embraced a diversity of 
objectives which may be summarized under four broad cate- 
gories. These are: 1. Reduction of wastes in the marketing 


system; 2. Improvement of the product marketed, through 
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standardized production, grading, and branding; 3. Develop- 
ment of bargaining power by groups of farmers to offset 

that of buyers, particularly middlemen, and to bring about 
higher prices for agricultural products; and 4. Adjustment 
of production to demand. 

The Agricultural Marketing Act of 1929, which set 
up the Federal Farm Board, had as its broad objective the 
placing of agriculture on a basis of economic equality with 
other industries through the orderly production and marketing 
of farm products. The Federal Farm Board encouraged co- 
operatives to unify the process of agricultural marketing 
with the support of loans from a 500-million-dollar revolv- 
ing fund in the hands of the Board. At the outset the Board 
apparently viewed the development of a system of cooperative 
marketing associations as its principal function. 

With the deepening of the agricultural depression, 
and its final development into a major factor in the general 
economic collapse, all of the currents which had been flowing 
in the direction of the formation of a strong agricultural 
policy converged. The result was the enactment of the Agri- 
cultural Adjustment Act of 1933. (1) 

Pharaoh of Egypt thought so highly of Joseph for 


inventing the ever-normal granary plan of crop control that 


(1) United States Department of Agriculture, Agricultural 


Adjustment Administration, Agricultural Adjustment, 
1937-1938 (Washington, 1939), pp. 1-7 
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he freed him from jail, and made him governor. Although 
the scheme worked well enough then, it has taken thousands 
of years, millions of dollars and an immense amount of 
study to put it on the grand scale. After four years 
Secretary Wallace finally succeeded in getting Congress to 
adopt the plan in the Agricultural Adjustment Act of 1938. 
Also in 1938 his emissary to the International Wheat Con- 
ference in London ambitiously proposed putting the granary 
plan on a world-wide pasis, ‘1) 

The necessity for action too long delayed has led 
to a period of experimentation which promises to lead us 


(2) 


further toward proper solutions. 


(1) Time, Crops (Juzy 25, 1938) 


(2) United States Department of Agriculture, Agricultural 


Adjustment Administration, Agricultural Adjustment, 
1937-1938, (Washington, 1933) pp. 1-9 
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Disposition of the Public Lands 

In the disposal of the public domain two distinct 
policies have been followed by the Federal Government. Ac- 
cording to the first, which continued from about 1784 to 
1820, it was held that the lands should be used and sold for 
the sake of revenue, to reduce taxes, and to pay off the 
public debt. Under the second, which has been in effect from 
1820 to the present time, the western lands were to be dis- 
posed of--sold or given away--to settlers and others in order 
to provide homes for the possessors and to aevolepotne coun- 
try. Since a rapid disposal of the public lands and inme- 
diate revenue were desired at first, it was provided in 1785 
that the land be sold only in large quantities and at low 
prices; six hundred and forty acres was the minimum amount 
one person might purchase and the price was one dollar an 
acre. But since large purchasers received considerable re- 
ductions, the revenue barely sufficed to pay costs of survey 
and registration. A few large sales were made under this act, 
all in the present state of Ohio. By 1800 these amounted to 
one million, four hundred and eighty-four thousand and eighty- 
seven acres, or less than one hundred thousand a year. 

The peopling of the land was going on very slowly. 
In 1803 Thomas Jefferson estimated that it would be a thous- 
and years before the region east of the Mississippi would be 
fully settled. The effect was not merely to retard the sales 
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but to concentrate the holdings in the hands of a few. The 
policy was accordingly modified in 1800. 

The Act of 1800 and subsequent acts permitted the 
sale of the land in minimum tracts of one hundred and sixty 
and three hundred and twenty acres, on credit, at the fixed 
price of $2.00 an acre. Under this installment system by 
which only one-fourth of the purchase price had to be made in 
cash, the remainder falling due in three annual payments, 
large sales were made, amounting in the next twenty years to 
about eighteen million acres. Many of the Metaeend were 
speculators and many were settlers who assumed obligations 
beyond their ability, especially during the hard times from 
1808 to 1815. After the latter year the Geobt rise in the 
price of cotton to twenty-six and thirty-four cents a pound 
led to greater speculation in southwestern lands, the sales 
amounting to over five and a half million acres in the single 
year 1819. The fall in the price of cotton the following year 
and other causes led to a crash, and the arrears to the govern- 
ment on past due installments for land purchases grew to 
$21,213,350. (1) 

The terms offered by the railways were clearly de- 
signed to bring in settlers rather than to produce a revenue. 


The prices asked were low. The average price at which the 


(1) Bogart, Ernest L. Economic Histor of the American People, 
(New York, 1931), pe eel 
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Burlington sold its entire Nebraska grant was $5.14 an acre, 
but it disposed of enormous tracts of land at as low a price 
as twenty-five cents an acre. The usual government minimum 
of $1.25 an acre and "double minimum" of $2.50 an acre were 
prices commonly asked and obtained. 

The railway companies, moreover, granted credit of 
the most liberal kind. The Burlington advertised in a book- 
let two plans of payment, "shat credit" and "long credit". 
By "short credit" was meant a three-year plan of payment, 
under which one-third of the principal fell due each year and 
the interest rate was ten per cent. "Long credit" was de- 
signed to meet the needs of the great majority, who had little 
or no cash. Small annual payments, the first two of which 
amounted only to the interest at six per cent, were to extend 
over a period of ten years. Settlers were generally advised 
to buy on this plan, since it would leave them free to use 
what money they had or could earn for the purchase of imple- 
ments and for the improvement of their farms. Liberal dis- 
counts were usually obtainable for those who could pay cash 
or buy on "short credit", but bargains were always available 
for the man whose resources were small. The Burlington, in 
order to enable prospective settlers to examine land in ad- 
vance of purchase, sold land-exploring round-trip tickets at 
three-fifths the usual fare and gave with each ticket a re- 


bate certificate entitling the holder to a refund in case he 
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made a purchase, The same road accorded to actual settlers 
advantages not open to speculators. Passenger fares for en- 
tire families and necessary freight charges on their movable 
property were refunded to those who moved upon their land 
within two years! time. New comers who could cultivate a 
certain portion of their land were given a "premium for 
improvement", consisting of fifteen or twenty per cent dis- 
count on their purchase price. The other roads were never 
far behind in generosity to the prospective settler. Rail- 
road lands were not quite "free lands", but they were nearly 
that. (1) 

The early policy of the government, that of land 
sales for the sake of revenue, gradually gave way to the second 
and permanent policy concerning the public domain. This is 
the system of land grants for actual settlement in small lots 
suitable for cultivation. By the act of 1820 sale for credit 
Was abandoned and the price lessened to $1.25 an acre, while 
the minimum tract to be sold to one individual was reduced to 
eighty acres, The earlier system had been denounced by west- 

ern men, who objected to the high price of the land, to the 
plan of installment selling and to the use of the public domain 
for government revenue. On the other hand, representatives 
of the eastern states had resisted any change in these provi- 
sions, since they feared that land values in the East would be 


(1) Hicks, John D., The Populist Revolt, (University of Minne- 


sota Press, 1931), pp. 7-8 
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lowered if the public domain were opened up too rapidly. 
They feared also that a reduction in the price of the land 
would drain off the population from the seaboard and cause 
a rise of wages in the manufacturing states. When the new 
system was introduced, it was found that no dire results 
followed; for the next ten years the sales of public land 
were very steady, averaging about one million acres yearly. 

The introduction of the steamboat upon western 
waters, the extension of cotton culture throughout the South- 
west, and the greater demand for agricultural produce due to 
the growth in population led to a steady demand for land for 
actual cultivation and settlement. Workingmen began to see 
the possibility of using the public lands as an agency of 
social reform and as a means of providing homes for workers. 
They now began to demand, in their papers and conventions, 
that speculation stop and that the public domain be made 
available immediately to the whole people. Land reform be- 
came an important issue in the platforms of organized labor. 
During the years from 1825 to 1832 many doubtful schemes were 
introduced into Congress, for the most part by southern men- 
bers, for disposing of the lands by sale or gift, for reduc- 
ing the price to as little as thirty cents an acre, or for 
giving the disposition of the lands to the states. 

One of the problems which presented itself almost 


from the beginning was the treatment of the "squatter". As 
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population pressed in, it tended in its haste to pass be- 
yond the surveyed lands and to settle in the wilds before 
they had been opened to settlement. The public domain was 
not open to settlement until it had been surveyed and was 
offered for sale through land offices. As a matter of fact 
the ploneers did not wait for government surveys, but "squat- 
ted" on the land. Here they built houses and made improve- 
ments, all of which they were liable to lose when the land 
was offered for sale. For the benefit of such settlers the 
pre-emption system was developed. This was a guarantee to 
the settler of a prior right to purchase, at the established 
price, the land upon which he had settled. The settler was 
not to have competition of any sort, in order that he might 
not lose the value of his improvements. lt was a concession 
to the western point of view and to the small holders. As 
time went on and the desirability of settling the western 
lands was more fully recognized, the "squatter" came to be 
regarded not as a law-breaker but as a brave pioneer. 

The first act of this sort had been passed in 1801 
to protect the settlers on the lands of the Miami Company, 
which had reverted to the government. Congress provided that 
all persons who had taken up land in the tract and made im- 
provements should have first rights in the resale at a fixed 
price. Numerous other pre-emption acts were passed to care 


for special cases until 18350 when a general law was enacted, 


~ Bf =) 





















-od epaq of otza edt ot Bebmod Ht gah deetotd mottatuog 
esotod shliw ond ab ofites od ome ehast beyowrse edt Saoy 


eew chanoh oblduy ont tnomordten: ot bensao rood bert yosts a 
new bag beyeviwe sa6ad bad +! Lidar ‘daeme Iesee og noae tom 
fost to tetdeme2 SA .eo0lttto bank Sirens ekaet x01 boxe?to 
-tsupe" dd .eyevise. dnomasovog TOD thew tor 62 exvomoty exit 
~evorami shams fas soared Jit woskétertol “babl oft no Mood) 
Haslett mow ecaok ot efdrtT exew Gord tot 20 ‘fife. pate t 
— edt etefite: dove to titeped ody mem + ofne 20% Seto aay ae F 
oF eotistang s oaw> eta? -bevolsyeb aoe medsye mottquanoiig 7 ; 
betielidetes, sis 3s peado ig ot digds sxotsq Mialignine 
caw meities ed. .boitt0 Oboe Mokete sogit daet odd | 
Siglo Ox) tats dehxo nt yttos yan io sotdisvenmon evad of at 
rolegesaod s cow JI ..etaemevongmh eta to salen edt eaol tom 
GA .eteblod flame eds o¢ bees Welw 20 gntog am cow 8 + 
fretsow ond saifttesn Yo qi tbdpatoeb isarlenaya se 
ed of omso "xotdasrpa" oct abiastage a 
.teenota Syetd s co ind ashloemt—wal 2 toa 
LO8L ps besea¢ aced bed S108 ‘eed isis nies 
eyasqmod meth ost to ebmel odd dover ‘ 
tect bebivoag peered -semceione8 28 
mt oat bay tosas ae = nist bs 
heat e Ys aiseow oft ct adsiatt % 
oreo. of besanq exew eae: | 
betoane saw wal Levenig a. eri OSSL- 











see 


largely owing to the insistence of Senator Thomas H, Benton; 
this procedure was continued each year until superseded by 
the permanent law of 1841. With the reduction of the mini- 
mum tract to eighty acres (in 1820) and to forty acres (in 
1832) bona fide small settlers became a large class. The 
policy of disposing of the public lands primarily for homes 
had now been definitely established. 

The price of the public lands had been fixed by 
the Act of 1820 at $1.25 an acre, but as the westward move- 
ment proceeded and the demand grew greater, the market value 
became higher than the government price. This fact, to- 
gether with an inflated condition of the currency and loose 
banking methods, caused in the early thirties an outburst 
of land speculation seldom equalled in the United States. 

Western lands had been steadily appreciating in 
value for some years. As credit and money became easier 
under the speculative fever of the time, those who were de- 
sirous of an easy and rapid increase of wealth sought eagerly 
to invest in these lands. Paper villages were laid out, 
lands were sold at greatly enhanced prices, often fifty times 
their original cost. The sales of public lands swelled rapidly, 
amounting to three million eight hundred and fifty-six thous- 
ang two hundred and seventy-eight acres for the year 1833, 
and to the enormous figure of twenty million seventy-four 


thousand eight hundred and seventy-one acres for 1836. The 
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sales of 1834-36, some forty million acres, exceeded all 
that had been sold before. 

Nor was the speculation confined to western lands. 
Owing to the extension of cotton culture, due to increasing 
demand and advanced prices, the value of southern planta- 
tions and city real estate rose enormously. The coal lands 
of Pennsylvania and the manufacturing cities of the East 
felt a similar impetus. Thus the assessed value of real es- 
tate in New York City rose from $143,732,425 in 1835 to 
$233,742,303 in 1836, and in Mobile from $4,000,000 in 1834 
to $27,000,000 in 1837. After the panic of 1837 these prices 


fell even more rapidly. (+) 


Farm Loans prior to and during the Civil War 

Beginning in the year 1839, Congress made annual 
appropriations for the promotion of the interests of agri- 
culture. No special bureau was established at this time, 
but the appropriations were put in charge of the Bureau of 
Patents. With such provision the Federal Government was 
satisfied until after the Civil War began, (2) 

It was the doctrine "The land belongs to the people," 


together with the idea of using land settlement as the basis 


(1) Bogart, Ernest L., Economic History of The American People, 
(New York, 193 ry, “pp. 262-285 
(2) Wells, Louis Ray, Industrial History of the United States, 
1924), 
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of national development, that led Congress to reduce gradu- 
ally the price of public land and the minimum size of the 
tracts offered for sale and finally to enact the Homestead 
Law of 1862 and later amendments, under which two hundred 
thirty-four million acres of public lands, or almost one- 
sixth of the original public domain, passed into private 
hands and for which the Government received no cash return 
except a few incidental tees, ‘1? and (2) 

Under previous land laws the Government had sold 
the public domain to settlers, but for thirty years the policy 
of giving the land away had been debated. Free homestead 
bills had been uniformly opposed by southern members in Con- 
gress because they realized that the settlement of the North- 
west would thereby be stimulated and the balance between the 
free and slave states would be upset. The Republican Party 
had voiced the demands of the workers for free land by in- 
cluding a homestead plank in its platform and in 1862 it 
redeemed its campaign pledges by passing such a law. This 
was done without difficulty as the southern members had with- 
drawn from Congress. The fundamental principles of the act 
was the grant of a free homestead not exceeding one hundred 


sixty acres to the actual settler; after five years! residence 





(1) Agricultural Service Department, Chamber of Commerce of 
the United States, Federal and State Land Policies Affect- 
ing Agriculfure, (Washington, 1931), p. 6 

(2) See page 167. 
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the title passed, without charge, to the "homesteader". 
This was the logical outcome of the pre-emption system and 
has since been the accepted policy of the Government in dis- 
posing of the public lands until 1933, ‘1) The acquisition 
of a farm home, especially for those with little capital, 
was thus made easy and profitable; even while the war was 
in progress two million five hundred thousand acres were 
taken up under the Homestead Law, making over fifteen thous- 
and farms of one hundred sixty acres each. In this connec- 
tion it must be remembered that during the. decade prior to 
the war railroads had been built as far as the Mississippi 
River at several points. Accordingly, when the war closed 
the southern markets, the western farmers were able to ship 
their products to the Atlantic coast by these east-and-west 
rail lines, ‘2) 

The original Homestead Act of 1862 was passed at 
a time when agricultural settlement was centered in the fer- 
tile prairies of the Mississippi Valley. The act succeeded 
in its object of distributing farm land in this area to 
settlers in one hundred sixty-acre units, which at that time 
apparently were of an economic size for diversified family 


farming. Inadequate land classification, however, permitted 





(1) See page 167 


(2) Bogart, Ernest L., Economic History of the American People, 
(New York, 1931), p. 433 
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the alienation from the public domain of thousands of acres 
of valuable timber land, which was entered under the Home- 
stead Act as agricultural land. 

Homesteads of one hundred sixty acres were too 
small for profitable operation in the semi-arid Great Plains, 
but the Homestead Act was not amended to provide for this 
situation until 1904, when the Kinkaid Act allowed six hun- 
dred forty-acre homesteads to be taken in western Nebraska. 
In 1909, the Enlarged Homestead Act made it possible for 
settlers to file on homesteads of three hundred twenty acres 
in any one of nine western states. 

The problem of disposing of arid grazing lands was 
dealt with by Congress in 1916, when the Grazing Homestead 
Act, providing for six hundred forty-acre homesteads in west- 

ern states, was passed. In general, this act is reported to 
have been unsuccessful. It has granted tracts of arid land 
altogether too small to support a family. Ranges have been 
broken up, only to be populated by poverty-stricken home- 
steaders. Many of the grazing homesteads eventually find 
their way, through various types of transactions, into large 
ranches, ‘1) 

Numerous attempts have been made to modify the 


Homestead Act to meet the requirement of irrigation farming. 





(1) See page 167, 
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The Desert Land Act of 1877 was the first of these attempts. 
This act provided for the sale of six hundred forty acres 
of desert land at $1.25 an acre to a settler, with the stipu- 
lation that he irrigate it within three years. The acreage 
allowed one person, however, was too great for him to at- 
tempt to irrigate, and many of the entries made under the 
act were ostensibly for irrigation but actually for grazing. 
The Carey Act, which donated irrigable land to 
the states under the condition that they arrange for its 
irrigation and cultivation, has disposed of about one million 
acres of public land, but several irrigation companies operat- 
ing under this Act have failed. Under the Reclamation Act 
of 1902, the Federal Government finances the construction of 
irrigation works to reclaim arid land. In 1929, one million 
five hundred twelve thousand acres of crops were grown on 
Government reclamation projects and, in addition, the Govern- 
ment supplied water for irrigating one million two hundred 
thirty-four thousand acres on other projects. The total cost 
of the Government Reclamation projects has been $180,000,000, 


of which $39,000,000 has been repaid by settlers, (1) and (2) 


(1) Agricultural Service Department, Chamber of Commerce of 
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ing Agriculture, (Washington, 1931) 
(2) See page 167. 
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Condition of the Farmers after the Civil War 

Whether tenants or proprietors, the post-war 
farmers were almost without exception in a gisoute condition 
of abject poverty. Those who purchased land could do so 
usually only by means of deferred payments, which they met 
with difficulty. Those who were tenants were at best barely 
able to live on what they could make. Having started with 
nothing at the close of the war, both classes of farmers 
found it next to impossible to accumulate enough reserve to 
carry them from one harvest to the next. Therefore, they 
had to resort constantly to borrowing in one form or another, ‘1) 

Although the method of advancing money and sup- 
plies on growing crops was practised in the South before 
the war, the necessities of planters after that event made 
its use characteristic of southern agriculture. Cotton fac- 
tors advanced the capital necessary to revive the production 
of this staple, often borrowing from commission houses, and 
taking a crop lien on the growing crop of the planter. When 
falling prices resulted in the breaking up of the plantation 
system and the rise of a small tenant and freehold farming 
class, the system was extended. The lender was now, however, 


the merchant and country storekeeper, who was personally 


familiar with the small borrower and who could, moreover, 


(1) Hicks, John D., The Populist Revolt, 
(University of Minnesota Press, 1931), 
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exercise constant supervision over the crop. Wholly eco- 
nomically necessary at first as a means of securing the 
needed capital, this practice of agricultural credit soon 
resulted in a system of peonage of the debtor farmer to the 
merchant who became his creditor, under which the debtor was 
kept almost in a state of serfdom working for his creditor 
until his debts were paid. All supplies mst be purchased 
through the creditor and the crops must be sold through hin, 
on both of which transactions lucrative commissions were 
charged in addition to frequently usurious rates of interest. 

This system had certain undesirable effects. Since 
cotton was the most marketable crop and would always sell for 
cash, the lender insisted that the farmer concentrate his ef- 
forts upon cotton growing. In the second place, since the 
farmer was compelled to buy all his supplies from the lender's 
store, he was discouraged from growing his own corn or bacon 
since this would diminish his purchases. As Hammond put it, 
"The raising of corn would not only give a less marketable 
crop into the hands of the merchant, but it would eventually 
lose him his customers, for the raising of his own supplies 
would release the farmer from the necessity of doing business 
on a credit basis." Diversification of farming and even 


rotation of crops were thus prevented in the South. (1) 





(1) Bogart, Ernest L., Economic History of the American People, 
(New York, issih, pp. 310-311 
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Reformers who sought to relieve the agricultural 
distress in the South did not confine their efforts to the 
preaching of diversification. Lack of a reasonable system 
of finance had mich to do with the situation, and remedies 
for this condition were sought after eagerly. One that 
aroused much hope was the entrance into the South during 
the early eighties of loan companies not unlike those that 
were doing such a thriving business in the West. The mer- 
chants who supplied the South with credit preferred the crop 
lien as security, and they took real estate only in case of 
necessity. The loan companies, on the other hand, proposed 
to lend money generously on land at interest rates as low as 
seven or eight per cent. This appeared to offer a chance 
of emancipation from the credit system, at least for those 
who owned their own farms. But a short trial proved that 
these loan companies were of comparatively small value. 

They offered long-time credit, five years being the usual 
period for which the loan ran, whereas the southern farmer 
needed short-time credit, loans for a few months to carry him 
through to the end of the crop season. Moreover, the loan 
companies charged fees and commissions that ran the actual 

rate of interest far beyond the nominal rate of seven or 

eight per cent. And for the countless numbers of tenant farmers 


who owned no property in land, the loan companies had nothing 
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whatever to offer. Clearly the search for better credit 
facilities for the South could not end here. 

As late as 1895 the southern banking system was 
still regarded as highly imperfect and wholly incapable of 
handling the total credit load of the South, In that year 
there were only four hundred and seventeen national banks 
in the ten states of the cotton belt, and more than half of 
them were in Texas. State and private banking institutions 
were correspondingly rare. One hundred and twenty-three 
countries in the state of Georgia were without any banking 
facilities whatever. (1) 

It chanced that the money needed by the western 
farmers could be supplied without much difficulty by east- 

ern investors, who, as the hard times of the seventies gave 
way to the prosperity of the eighties, found their savings 
increasing by leaps and bounds. The man who had only a 

small sum to invest was especially attracted by western mort- 
gages on which he could easily obtain high interest rates-- 
from six to eight per cent on real estate and from ten to 
eighteen per cent on chattels. Such an investment seemed the 
more attractive because of the well-advertised rise in west- 


sern land values. The competition of free lands, always 





(1) Hicks, John D., The Populist Revolt, 
(University of Minnesota Press, 1951) 
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before this time a potent cause of the low price of lend, 
was now nearly at an end. Moreover, crop yields in the 
West over a period of years had averaged high, prices were 
good, and collections were easily made. The idea spread 
throughout the East that savings placed in this class of 
investments were as safe as they were remunerative. Money 
descended like a flood upon those who made it their busi- 
ness to place loans in the West. 

In the early days of farm borrowing the local mort- 
gage broker was practically alone in the field. The farm 
mortgage broker had his office in the center of an agricul- 
tural commnity and seldom extended the scope of his opera- 
tions beyond the limits of a single county. His function 
was merely to bring the farm borrower and the city lender 
together; he did not advance any funds to the farmer or in- 
dorse the mortgage, which was made out directly to the pur- 
chaser. The profit of the farm-mortgage broker was derived 
from the difference between the rate of interest which the 
farm borrower paid and the rate at which the mortgage was 
sold to the investor. In the early days before the develop- 
ment of competing mortgage companies the brokers commonly 
secured very large profits. But as the farm-mortgage busi- 
ness became more extensive, mortgage companies operating on 
a much larger scale and employing somewhat different methods 


have assumed a position of major importance. ‘1) 


(1) Moulton, Harold G., The Financial Organization of Society, 


(Chicago, 1921), p. 667 
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Banks were numerous throughout the West, and they 
did a flourishing business, but much of the work of lending 
the savings of the East to the borrowers of the West fell 
upon the mortgage companies organized for the purpose. 
These central offices were in such places as St. Paul, Omaha, 
Kansas City, St. Joseph, and Denver, with local agents and 
field men distributed throughout the surrounding territory. 
There were also many smaller companies and many individuals 
who acted as loan agents on their own responsibility. Es- 
timates of the number of corporations engaged in the two 
states of Kansas and Nebraska vary from one hundred and 
thirty-seven to about two hundred. The mortgage company made 
its money from the margin between the relatively low interest 
rates nat the eastern investor would accept and the high 
interest rates that the western borrowers were willing to 
pay. There were also conmissions for securing the money and 
bonuses for the more successfulagents. The large company 
cared little what its local representatives did, so long as 
it could count on an interest return from the investment of 
from six to eight per cent on a five-year loan. If the local 
agents could get more they were welcome to the difference be- 
tween what they got and what the company required of them. 
Many "wild cat" organizations rose and flourished. So great 
became the craze for western mortgages that these companies, 
however free with their funds they might be, seldom lacked 


money to invest. 
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Agents in Kansas with a great quantity of money 
on their hands drove about the country in buggies, solicit- 
ing patronage and freely placing loans on real estate up to 
its full valuation, pointing in justification to the steadi- 
ly mounting price of land. The companies tended almost 
without exception to lend too mech on each farm. It was 
not their own capital that was at stake but the capital of 
distant investors, and the more they lent the more they made 
for their own profits. 

It was inevitable that this avalanche of credit 
should tempt the new West to extravagance, overinvestment, 
and speculation. Farmers could rarely resist the funds prof- 
fered them. With bumper crops, high prices, and rising land 
values, it appeared wise to borrow money for enlarging hold- 
ings, improving breeds of stock, and purchasing the latest 
machinery. The federal census figures of 1890 relating to 
real estate mortgages furnish convincing evidence of what 
went on. They show that Kansas, Nebraska, North and South 
Dakota, and Minnesota, in spite of the comparative poverty 
of their inhabitants, ranked well toward the top of the list 
of states in the amount of per capita mortgage debt. The 
ratio of the estate mortgage debt to the true value of all 
taxed real estate was higher in Kansas than in any other state 
except New York, and none of the other states mentioned ranked 
lower than ninth. Im Kansas, also, where the amount of specu- 


lation was greatest and the figures were always most extreme, 
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the new mortgage debt incurred per capita in the year 18385 
was more than double and in 1887 more than treble, the 
amount of 1880; but some of the other frontier states were 
not far behind. In Kansas and North Dakota there was in 
1890 a mortgage for every two persons, and in Nebraska, 
South Dakota, and Minnesota, one for every three persons-- 
more than one to a family in all five states. In certain 
counties where seventy-five per cent of the farms occupied 
by their owners were mortgaged and where the total mortgage 
debt was about three-fourths of the true valuation of all 
the land taxed, most of the mortgaged farms were mortgaged 
for all they were worth. The census statistics show that 
Minnesota, the Dakotas, and Nebraska were all better off 
than Kansas, approximately in the order named, but that 
throughout this region mortgages had multiplied in number 
and amount far beyond any reasonable limits, (1) 

The mortgage companies conducted their operations 
on a much larger scale than did the brokers. Through a sys- 
tem of local agents they solicited mortgages throughout an 
entire state and in some cases in more than one state. They 
also utilized the independent mortgage brokers in getting 


in touch with borrowing constituents. 


(1) Hicks, John D., The Populist Revolt, 
(University of Minnesota Press, 1931) 
pp. 37-41 
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In making a mortgage loan under this system the 
prospective borrower filled out an application blank fur- 
nished by the local agent. This application usually called 
for information upon the following points: (1) the amount 
of the property to be mortgaged that was under cultivation; 
(2) the date of purchase; (3) the amount of present incum- 
brance, if any; (4) the nature and cash value of improve- 
ments that had been made on the land; (5) the present cash 
value of the land; (6) crops of the previous and current 
year; (7) the rental value; (8) the location of the land 
with respect to railroads, towns, schools, churches, etc.; 
(9) the assessed valuation and the amount of the tax there- 
on; (10) the amount of live stock of the premises; (11) the 
total valuation of the borrower's property, both real and 
personal; (12) the state of the title to the property; and 
finally, (15) the purpose for which the money was being bor- 
rowed. The local agent of the mortgage company and two or 
more disinterested local residents were required to indorse 
on the application blank their sworn appraisal of the value 
of the land. Upon receipt of the application the mortgage 
company sent an agent to inspect the property and make a re- 
port. If this report was favorable, an agreement was reached 
as to the rate of interest and the commission, and the mort- 
gage was then ready for sale. The rate of interest was usu- 
ally the lowest that would insure the sale of the mortgage at 


par in the financial centers. 


- es -~ 


















oily sootdeya aetdd ctebsat msol onsatvem R&R pedslae oe | Jah 
-trt oonid nolteotiggn mz tip boltet sxowot10d? evitoedgons 
affro vl Lbses nokgnoklaas etd <i f{zg00L oft salient: 2 | z. . 
toesome odd (f£)  tedktlod sntwoltet eld moar aottantoteat «ot | ll 
s1oivavidinoe tebas saw Facts begegdaost. od ot yireqoty anit to 4 f 
~esroett srioeenty to dasoms ont (8% poBariorsse ‘te otebeeits (3) , 
-evetgmt to ofinv deso bite eamtea odd, (M}oggas th, vont a 
depo tneretq oft.(2) haat ont fo ofa seed bad tart etnom io 
deers Ste esotvexq odd 6 egoto (2) ybusl ent To enLay Ly, 
bast adt to robtaoel ed¢ (8) reulev fetaet adh (9) rt80% - | 
ivote ,eodotmio ,elooroe ,snwod .eieorlias of doogees:sigtm | 
~otont xat of? to terrome oerft Sos colteulev Hhoweseen odd (@) , 
eit (1f) gesainenq ed? Yo voote evil to dawomes edt (06) a0. s 
. bes Iner diod. ywregosg at reworsod odt ‘to notdaulav fated 
bern wwdteqoig edt o¢ ott echt ‘to edade odd (SL) ¢xamonmeg yo i A 
-rod gated exw yetom 64% gota ‘tol exoquma, ett (2L) hee, r, i 
10 ows Geto yemamoo exsgdnom odd- to) Tapes Laps’ ent? Te 
setobot ot betiupes oxew etdnobleet Lasog boteouedateth | 
euiay ett to Lsekewygs ctowe xtedd Aaeld cottactiqas ed 
egentiom oud nolsisoliags et to éabeoes aay abet * it 
“6% B ous Biss mal fegoua ett tooanicd ‘ap tnoys Am dae 2 
badose: caw tuemsetae ms oldasoret aow trogen adit: a 
~Itom ody Dots ,colaeiomoo ent brs deorodat te nti a 
-sais pew deexednt 26 eden ont -ofoe 08 vane cit ; a a 
Se ogegdcom ocd to ofae ortt ne Paceesgeom:': 


=e 


& 







pee me eal 


- o0 = 


The commission received by the mortgage company 
usually took the form of a lump sum deducted from the pro- 
ceeds derived from the sale of the mortgage. But another 
common method was to make the commission payable, in the case 
of a five-year mortgage, in ten semi-annual installments 
secured by the borrower's notes and a second mortgage on the 
property. Under this method, in case any installment was 
not paid, the entire commission automatically became due. 

The commissions received by the mortgage companies were 
large, particularly in the earlier days; for many years such 
companies never received commissions of less than ten per 
cent of the amount of the mortgage. Real estate mortgages 
usually ran for either three or five years; and since the 
mortgages were very commonly renewed, additional commissions 
were commanded for securing extensions. Finally, in addi- 
tion to the commission received by the mortgage company, the 
local agent or broker charged the borrower whatever the 
traffic would bear, 

In making loans the mortgage companies followed a 
method somewhat different from that of the local farm loan 
Sectors: The mortgage was commonly made out, not to the 
purchaser direct, but to the mortgage company, which assigned 
it to a purchaser when one was found. The mortgage companies 


sometimes guaranteed the mortgages which they handled, and 
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sometimes they did not. In the event of a foreclosure of 

a guaranteed loan, the company took possession of the pro- 
perty and paid the borrower out of its own funds, recover- 
ing through the sale of mortgaged property. In the case 

of non-guaranteed loans, there was no liability upon the 
mortgage company, but, nevertheless, it often assumed the 
debt and took possession of the land. The purchaser of the 
mortgage was usually agreeable to such a procedure, for it 
relieved him of the trouble involved in making a settlement. 
Large profits have been made by the mortgage companies from 
the sale of land taken under foreclosure proceedings. 

There were numerous provisions designed to pro- 
tect the purchaser of the mortgage. The borrower was re- 
quired to assure the payment of the taxes and to keep the 
buildings insured for the benefit of the mortgagee. In case 
of a default in the payment of interest, or in the perform- 
ance of any of the agreements, the lender might declare the 
entire debt immediately due. If the borrower succeeded, in 
such a case, in securing funds with which to make up arrears 
and have the loan reinstated, the mortgage company received 
a six per cent further commission or bonus for its service 
in reinstating the loan. 

Many mortgage companies issued debenture bonds. 
Instead of assigning the mortgages directly to investors many 


companies issued their own debentures, secured by the mortgages 
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which the company had purchased. Such mortgages were as- 
signed to a trust company, which held them for the protec- 
tion of the purchasers of the debentures. The purchaser 
also had a creditor claim against all the assets of the 

ma tgage company, which were usually invested in mortgages. 
The holder of a mortgage that was guaranteed by a mortgage 
company was similarly protected by the company's own 
investments. 

There were some serious wealmesses in the farm- 
mortgage system. The biggest source of danger in the mak- 
ing of farm loans lay in the local agency system. Their 
earnings depended on their making loans, and the size of 
the commission depended upon the size of the loan. Local 
agents and examiners from the home office were sometimes 
bribed to overvalue the land. The sworn appraisement by 
- householders resident in the county where the land lay by 
no means secured in every case what it was meant to secure. 
The dishonest borrower always knew who in the community en- 
tertained the wildest notions about the future of his county 
or town, and this man made the sworn appraisement. There 
was a wide difference between the appraisal mde by really 

honest men "for loan purposes", and the appraisal made by 
the same men in their actual buying and selling. 

While the majority of the farm-mortgage companies 


were managed by men of high integrity and conducted on sound 
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business principles, the large profits obtainable in the 
business, particularly during periods of land speculation, 

led to the organization of many irresponsible and dishonest 
companies. Such companies offered very high rates on mort- 
gages on which they gave their worthless guaranty. In 

order to secure large commissions, they made loans far in 
excess of the value of the land which was offered as security. 
Such practices resulted not only in inevitable 1@s to in- 
vestors but also in discrediting the mortgage business in 
general. 

Many of the farm mortgage companies have in re- 
cent years issued coupon notes and bonds in denominations 
convenient for the purchaser of small means, the mortgage 
being held "in trust" after the fashion of corporate mort- 
gages. In some instances also, the bonds run for long periods 
of time, rather than for three or five years merely, in 
which event the amortization principle of paying off the 
mortgage is usually incorporated. 

The farm mortgage companies have in recent years 
grown rapidly in number, size, and influence. They are now 
united in a Farm Mortgage Bankers! Association of America, 
composed of about two hundred members, including banks and 
trust companies with mortgage departments. The purpose of 


the association is to raise the standard of mortgage-bank 
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practice, promote constructive farm-mortgage legislation, 
and oppose legislation regarded as inimical to their own 
and to the general welfare, (1) 

Commercial and savings banks had made many loans 
to agriculture without collateral security. Farm-mortgage 
indebtedness had assumed very large proportions in the years 
following the Civil War. According to the census report of 
1890, out of a total number of 3,142,746 farms, cultivated 
by their owners, 886,957 were subject to incumbrance. There 
were in addition 1,624,435 tenant: farms for which no data 
were collected. The aggregate value of the incumbered farms 
was $3,054,923,165; and the outstanding mortgages agere- 
gated $1,085,905,960, the three states of New York, Iowa, 
and Illinois together having almost one-third of the total. 
The ratio of mortgage indebtedness to the value of the farm 
varied among the different states, ranging from 24.23 per 
cent in Utah to 54.54 in Mississippi, and averaging 35.55 
per cent for the country as a whole. 

After the war Congress pursued a policy of cur- 
rency contraction which meant a fall in prices from the 
heights of the war inflation. Since the farmer was a pro- 


ducer and a debtor he was adversely affected by lower prices 


(1) Moulton, Harold G., The Financial Organization of Society, 
(Chicago, 1921), pp. 668-672 
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and believed that one cure for his economic ills would be 
renewed inflation of the currency and higher prices. Need- 
ing capital to equip and stock his farm if not to buy it, 
the farmer was accustomed to borrow from the banks or from 
eastern capitalists; as prices of his products fell he was 
frequently unable to meet the interest payments and had 

his mortgages foreclosed. The bankers and the capitalists 
constituted for him a vasue"money power" which he distrusted 
and hated. Even if he succeeded in keeping his land and 

in meeting his obligations, the western farmer was convinced 
that the profits on his grain and other products were ab- 
sorbed by high railroad charges or by middlemen who stood 
between him and the consumer. He therefore demanded lower 
railroad rates and a reduction of handling charges. The 
tariff raised the prices of the articles which the farmer 
pought, but did not help thim obtain a better market for the 
things which he sold. And finally he felt aggrieved be- 
cause of the high and unequal taxes and the waste and cor- 
ruption in governmental circles. 

The Granger movement was the dissatisfied farmers! 
first orgenized effort to remedy these various ills by 
separate political action. This movement had its origin 
in the formation by 0. H. Kelly in 1867 of the "Patrons of 


Husbandry", an organization which had for its primary purpose 
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the improvement of farming and of the social and economic 
position of farmers. As a means to economic betterment 
it sought to eliminate some of the middlemen's high charges 
by cooperative buying and selling, and to reduce railroad 
charges by obtaining legislation prescribing lower rates. 

The only outlet for the large agricultural sur- 
plus seemed to be in foreign markets, and these could not 
be reached by the western farmer because the railroad charges 
absorbed all his profits. The so-called Granger laws passed 
by Illinois, Iowa, Wisconsin, and Minnesota were intended 
to establish uniform and reasonable rates for transpa@ ting 
and warehousing grain and other products and to require 
the publication of rate schedules. Although the railroads 
at first refused to obey these laws, the Federal Supreme 
Court in 1875 in the important case of Munn vs. Illinois 
upheld their constitutionality and the power of the state 
to regulate the charges nade by a common carrier. The real 
gains to the public from these decisions came later, for as 
a result of the panic in 1873, two-fifths of the railroads 
of the country were in the hands of receivers and the 
immediate problem was not low rates but rates that would 
permit the roads to survive. 

The next step was the formation in 1876 of the 


Greenback Party, which demanded a repeal of tke Resumption 
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Act,the abolition of bank notes, and the substitution of 
legal tender paper money issued directly by the Government. 
Many of the farmers were attracted to this movement, which 
promised higher prices by inflating the currency. Checked 
by President Grant's veto of the Inflation Bill of 1877, 
the Greenback Party steadily lat ground and disappeared 
after the election of 1884. The demand for cheap money was 
not so easily disposed of, however, and it found expression 
in the Bland-Allison Silver Act of 1878 and the Sherman Sil- 
ver Purchase Act of 1890, both of which required the Secre- 
tary of the Treasury to purchase each month for coinage in- 
to money a certain amount of silver; since this provided 
for some inflation of the currency, or at least a stoppage 
of contraction, it found general support among the western 
farmers. 

In the arguments for these acts much emphasis was 
placed upon the burdens of the farmers. The increase in 
mortgage indebtedness was greater than the increase of wealth 
derived from agriculture; in Kansas sixty per cent of the 
taxed acreage was under mortgage in 1890, in Nebraska fifty- 


six per cent, and in Iowa forty-seven per cent, ‘1) 


(1) Bogart, Ernest L., Economic History of the American People 
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The interest rates that prevailed in many sec- 
tions of the country were very high--in the view of the 
farmer exorbitantly high--while the commissions, legal 
fees, and renewal charges greatly increased the actual 
cost of the funds secured. This situation, together with 
the agricultural depression that prevailed more or less 
continuously from the end of the Civil War until the late 
nineties, was in no small measure responsible for the green- 
back and free-silver movements of that period. While the 
general prosperity that began in 1897 and continued almost 
uninterruptedly for a decade served to quiet for a time the 
farmers! discontent with monetary conditions, there never- 
theless remained a deepseated conviction that agriculture 
was seriously handicapped by virtue of inadequate credit 
facilities, (2) 

The census report of 1910 indicated that, notwith- 
standing the great improvement in agricultural conditions 
that came with the era of rising prices beginning in 1896, 
the total mortgage indebtedness in 1910 stood at %2,293,000,000, 
an increase of 110 per cent in twenty years. In 1915 the 


United States Department of Agriculture, computing on the 


(1) Moulton, Harold G., The Financial Organization of Society, 
(Chicago, Toll), Be Gro 
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basis of the census figures of 1910, estimated that the 
total farm-mortgage debt of the United States then stood 

at $3,598,985,000. More recent estimates have placed the 
total in the neighborhood of $4,000,000,000. These in- 
creases in farm indebtedness since 1890 have been mainly 
incurred in financing the purchase and improvement of agri- 
cultural property. (1) 

The problem of credit for agriculture has assumed 
growing importance since the early part of this century. 
This is due to the marked changes that have taken place in 
the farming industry. Free Bnds have all but disappeared, 
and increasing land values, together with more intensive 
methods of farming, and the development of cooperative mar- 
keting have made it necessary for the farmer to acquire 
larger working capital. 

While these demands for credit have been rapidly 
growing, credit facilities for the farmer until recently 
le ve lagged materially behind. Until within the last decade 
the farmer has had to look to commercial banks and other 


private agencies for his credit. \2) 





(1) Hicks, John D., The Populist Revolt 


(University of Minnesota Press, 1931), p. 40 


(2) Wright, Ivan, Readings in Money, Credit and Banking 
Principles, (New York, rk, 1926), Dp. 860 
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Change in National Bank Act 

One handicap under which the farmer labors is the 
difficulty which he has to borrow money to finance his agri- 
cultural operations. The need of capital has grown as the 
price of land, equipment, and labor increased. Capitalists, 
however, have not been attracted by farm mortgages for farm- 
ers often require long-time notes because they cannot always 
pay the interest promptly and because they often wish to pay 
off the principal in small installments. Farmers, therefore, 


have always found it difficult to finance their projects, (2) 


Federal Reserve Banks and Agricultural Paper 
The National Bank Act did not permit national banks 

to loan on the security of real estate mortgages. However, 
under the terms of the Federal Reserve Act of December 23, 
19135, national banks may lend money on farm mortgages. ‘2) 
This act makes a special exception in favor of agricultural 
paper secured by warehouse or other similar receipts, by per- 
mitting its rediscount when the maturity is not longer than 
six, or, since March 1923, nine months, whereas the time limit 
for other kinds of paper is ninety days. It has been found, 


however, that the American farmer needs credit in connection 





(1) Wells, Louis Ray, Industrial History of the United States, 
(New York), 1924), p. 49 
(2) Hicks, John D., The Populist Revolt, 
~ (University of Minnesota Press, 1931), 
p. 416 
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with the production and marketing of staple crops and live 
stock for even longer than nine months. (1) 

An insistent agitation for the reduction of rates 
on agricultural loans and for an improvement in the general 
conditions on which credit is extended to farmers began the 
movement for the establishment of a "panic-proof" commercial 
banking system; an improved agricultural credit system ap- 
peared to be a necessary complement. The agitation was given 
a great impetus by the appearance of a number of articles, 
which indicated that farmers in many sections of the country 
were paying from eight to twelve per cent for money, as con- 
trasted with rates in our industrial centers of only four or 
five per cent. 

Although much of the agitation on the subject of 
rural credits is due to false assumptions and to an inade- 
quate grasp of the principles governing the rates of interest 
on different classes of loans, there were unquestionably high 
rates of interest; while on the other hand the short term for 
which mortgages were made commonly necessitated the payment 
of additional legal fees and renewal commissions, for which 
there was no sound economic reason whatever. 

As a means of affording relief numerous proposals 


were advanced, the most popular of which was the making of 


(1) Seager, Henry R., Practical Problems in Economics, 
(New York, 1923), p. 370 
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Government loans direct to farmers at merely nominal rates 
of interest, one or two per cent. The doctrine that the 
Government should do something for agriculture, the nation's 
basic industry, always found many eager adherents. Other 
ideas eventually prevailed, however, and the advocates of 
self-reliance and self-help won the day. This act author- 
ized the Federal Farm Loan System, modeled after the pedoeas 


Reserve System. ‘1) and (2) 


(1) See page 71. 


(2) Moulton, Harold G., The Financial Organization of Society, 
(Chicago, 1921), p. 673 
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Federal Farm Loan Act 

Woodrow Wilson was elected President with a man- 
date containing heavy emphasis on internal reform, a series 
of policies, chiefly economic and all domestic, called by 
Wilson the "New Freedom", meaning freedom for the average 
man against big business and high finance. 

In fulfillment of his domestic program, Wilson 
sponsored a bill reorganizing the banking structure of the 
United States into the Federal Reserve System, designed to 
frustrate what he and the Democrats called the "Money Trust". 
He brought about creation by Congress of the Federal Trade 
Commission, to prevent unfair methods of competition in busi- 
ness and to aid in executing the anti-trust laws. He initia- 
ted and pressed through Congress a Parm Loan Act setting up 
government and quasi-government banks to loan money to farm- 
ers at rates lower than six per cent (in practice four to 
five and one-half per cent) as against pre-existing rates of 
private local bankers sometimes twice as high. (1) 

The Federal Farm Loan Act passed on July 17, 1916, 
marked the beginning of a new era in agricultural finance. 

In brief, the purpose of the law was, through an improved or- 
ganization of credit facilities, to raise the credit atematne 


of farm borrowers, to reduce commission and legal fees, to 





(1) Sullivan, Mark, Our Times, (New York, 1933), p. 59 
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lower and equalize interest rates, and to enlarge the supply 
of funds available for agricultural development. The law 
provided for the organization of (1) Federal Land Banks and 
National Farm Loan Associations; and (2) Joint Stock Land 
Banks, ‘1) 

The law covers all conceivable cases in connection 
with loaning money on land and securing the loans by first 


mortgages. The law is in favor of the farmer. (2) 


Federal Farm Loan Board 
These banks were placed under a Federal Farm Loan 

Board of five, later seven, members, including the Secretary 
of the Treasury. This Board was given supervisory powers 

in its narrower field similar to those of the Federal Reserve 
Board. ‘5) The other members are appointed by the President, 
with the concurrence of the Senate; not more than two of these 
members can belong to the same political party. No member of 
the Board shall, during his continuance in office, be an of- 
ficer or director in any institution, association or partner- 
ship engaged in banking or in the business of making land 


mortgage loans or selling land mortgages. The members of the 


(1) Moulton, Harold G., The Financial Organization of Society, 
(Chicago, 1921), p. 673 


(2) The World Book, (Chicago, 1919), p. 5108 
(3) Seager, H enry R., Practical Problems in Economics, 


“(New York, 1923), pp. 367-370 
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Board are required to devote their entire time to the work; 
each receives a salary of $10,000 a year and his traveling 
expenses. One of the members is designated by the President 
as Farm Loan Commissioner. (1) and (2) 

The Board supervises the chartering and organizing 
of Federal Land Banks, Farm Loan Associations, and Joint- 
Stock Land Banks, regulates interest rates and other charges 
on loans, supervises the issue of Farm Loan Bonds, conducts 
examinations of the banks in the system and publishes annual 
reports, which show the condition of the various farm loan 
institutions and presents such additional data as may have a 
bearing upon agricultural credit in general. ‘5) 

The Federal Farm Loan Bou was required to divide 
the United States into twelve districts, to be known as 
Federal Land Bank districts, to establish in each district 
a Federal Land Bank and to designate the city in which the 


ehieed offi cev oft theodank showld! be! locateag'*) 





In creating these districts the organization com- 


mittee endeavored to group together, as far as possible, states 


(1) The World Book, (Chicago, 1919), p. 5108 
(2) See page 122 
(3) Moulton, Harold G., The Financial Organization of Society, 


(Chicage, 1921), p. 675 
(4) The World Book, (Chicago, 1919), p. 5108 
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of diverse character and development, as a means of minimiz- 
ing the results of a crop failure in any one region. In 
determining the location of the Farm Loan Bank in each dis- 
trict the Board sought to secure (1) reasonable approxima- 
tion to the geographical center of the district; (2) prompt 
and frequent train and mail service; (3) climatic conditions 
that would not impair the health of the officials; (4) 
congenial environment. As a rule the larger cities were not 
selected but rather those which had already shown an interest 
in agricultural development, or had been disappointed in not 


being selected as sites for Federal Reserve Banks, ‘1) and (2) 


Federal Land Banks 

The twelve Federal Land Banks were organized in 
March and April 1917 with a capital of $75,000 each, or a 
total of $9,000,000. The greater part of this capital, or 
$8,892,130, was subscribed by the Federal Government. As re- 
quired by law, the original capital provided by the Govern- 
ment has been greatly reduced out of the proceeds of stock 
subscriptions by national farm loan associations and indi- 
vidual borrowers, so that on December 31, 1933, small amounts 
of the original Government stock remained in only two banks-- 


$16,635 in the Federal Land Bank of Springfield and $65,308 


(1) Moulton, Harold G., The Financial Organization of Society, 
(Chicago, 1921), pe 674 
(2) See page 126 
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in the Federal Land Bank of Berkeley. Under an amendment 

to the Federal Farm Loan Act approved January 23, 1932, 

the Secretary of the Treasury on behalf of the United States 
subscribed for 125,000,000 of additional capital stock in 
the twelve banks. This additional capital is to be paid 

off at par and retired in: the same manner as the original 
capital stock of the banks. However, the stock subscribed 
by the Government under this amendment may at any time, in 
the discretion of the directors and with the approval of the 
Land Bank Commissioner, be retired in whole or in part; and 
the Land Bank Commissioner may at any time require such 
stock to be retired in whole or in part if in his opinion 
the bank has resources available for the purpose. The pro- 
ceeds of all retirements of stock issued to the Government 
under the amendment are to be held in the Treasury of the 
United States available for the purpose of paying for other 
stock thereafter issued to the Government. Of the $125,000,000 
of additional capital atock: $433,545 had been retired as of 
December 41, 19353, as required by law. With the exception 
of the capital stock held by the United States Government, 
the stock of the banks is owned chiefly by national farm loan 


associations, \1) 








(1) Statements of Condition of the Federal Land Banks, Joint 
Stock Land Banks and federal Intermediate Credit Banks, 
(Washington, 1934), p. 3 
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The law also provides that of the capital of the 
Federal Land Banks for which stock is outstanding in the 
name of farm loan associations twenty-five per cent must be 
held as quick assets, in the form of cash in vault, deposits 
in member banks of the Federal Reserve System, or in readi- 
ly marketable securities approved by the Federal Farm Loan 
Board. Of these, not less than five per cent mst be United 
States government bonds. Each Federal Land Bank--given 
conservative management in conformity with the law--is there- 
fore practically certain to be in a position to meet its 
obligations as they mature. Certainly there would appear 
to be little chance that the system as a whole would not be 
able to meet its obligations in full. ‘+) 

Federal Land Banks in 1932 had capital stock of 
$66,000,000, practically all of which was held by borrowers, 
either directly or through National Farm Loan Association. 
According to official statement, the banks had reserves 
against real estate, delinquent installments, etc., aggre- 
gating $19,000,000; legal and other reserves of $13,000,000; 
and undivided profits of $3,000,000. Total capital stock, 
reserves and undivided profits of the twelve banks totaled 
$101,000,000, and their bonds outstanding amounted to 
$1,170,000, 000. ‘2) 





(1) Moulton, Harold G., The Financial Organization of Sodety, 
(Chicago, 1921). p. 680 

(2) Agricultural Credit,Repa t of Committee, 
Chamber of Commerce of the United States, 
1932, ppe 2135-214 
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The Federal Land Banks extend long-term mortgage 
credits to farmers upon the security of first mortgages 
on farm lands. The notes are drawn on an amortization basis 
for maturities of not less than five nor more than forty 
years. Most of the loans have been made for maturities 
ranging from thirty-three to thirty-six years, but many loans 
are written for shorter terms, such as twenty years or less. 
In Puerto Rico no loan can be made under the law for a longer 
period than twenty years, (1) The chief function of the 
Federal Land Banks was to lend money on mortgage to the co- 
operative national farm loan associations which in turn loaned 
it to their members, (2) 
ft These banks are also authorized to make loans through 
state banks, trust companies or mortgage companies which act 
as their agents in places where there are no national farm 
loan associations. 

The loans are made to farmers for the purpose of 
purchasing land, equipment, fertilizer, or livestock; to pro- 
vide buildings; to improve farm land; and to liquidate 
general indebtedness. Loans must be secured by first mortgages 
upon real estate and may not exceed fifty per cent of the 


value of the security. They run from five to forty years 


(1) Statements of Condition Of the Federal ae ‘Banks, Joint 


ee eS 


(2) Seager, Henry R., | ees Problems in Economics, 
(New York, 1923), p. 371 
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with regularly scaled amortized payments. The maximum 
rate of interest charged the borrowers is six per cent, (1) 
The mortgages provide for annual or semiannual 
installment payments which cover the accrued interest and 
in addition include an amount which is applied toward the 
reduction of the principal, the size of these installments 
depending, of course, on the term, the interest rate, and 
the amount of the loan. After the loan has run for five 
years, the borrower may make additional payments on the 
principal or pay off the loan in full on any interest date, 
and the banks usually grant the privilege of prepayment, 
under certain conditions, before the expiration of the five- 
year period. (2) 
For the purpose of obtaining funds with which to 
make loans, a Federal Land Bank may issue bonds in an amount 
not exceeding twenty times its capital and surplus. These 
bonds are lawful investment for fiduciary and trust funds 
under the jurisdiction of the United States Government and 
eligible for investment by savings banks in most states, 
They are acceptable also to the United States Treasury as 
security for Government deposits, including postal savings. 
The bonds and the income derived therefrom are exempt from 


Federal, State, and municipal and local taxation. 
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Stock Land Banks and Federal Intermediate Credit Banks, 


(Washington, 1934), p. 4. 
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Each bank is primarily liable for the bonds which 
it issues. In addition, however, it is liable, upon pre- 
sentation of farm loan bond coupons, for interest payments 
due upon any farm loan bonds is sued by other Federal Land 
Banks and remaining unpaid in consequence of the default of 
such other banks, and every bank is likewise liable for 
such portion of the principal of farm loan bonds so issued 
as may remain unpaid after the assets of any such other banks 
have been liquidated and distributed, (1) 

The maxinum interest rate that may be charged by 
any Federal Land Bank is six per cent. In no event shall 
the rate charged to borrowers exceed by more than one per 
cent the rate of interest on the bonds issued by the banks 
themselves. If the Federal Land Bank should sell bonds 
bearing a rate of four per cent, it could not charge the 
farm borrowers more than five per cent. It is important to 
note in this connection that principal and interest were 
expressly exempted from all Federal, State, and local taxa- 
tion. Legal fees and recording charges are also paid by the 
borrower; but they are mech less in amount than under the old 
system of unregulated private lending. 

When the farm loan system began operations, the 


bonds bore an interest rate of four and one-half per cent, 
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Stock Land Banks and Federal Intermediate Credit Banks, 
(Washington, 1934), p. 4 
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the farmer paying five per cent. The rise in interest rates 
during the war, however, made it necessary to raise the rates 
to five and one-half per cent, with the farmer paying six 
per cent, leaving, as before, one-half of one per cent to 
cover expenses incurred by the Federal Farm Loan Banks. At 
this figure the farmers were enabled to borrow at lower rates 
than could even high-grade industrial, public-utility, and 
other business enterprises, (1) and (2) 
Since the Federal Land Banks were made jointly 
responsible for the payment of the bonds by whatever bank 
they might be issued, the bonds were equally salable whether 
issued by land banks near the financial center of the country 
or in the more remote districts. The system thus served not 
only to provide abundant funds for mortgage loans all over 
the country at more moderate rates of interest than had pre- 
viously prevailed, but also to bring those rates approxim- 
ately to a parity. ‘>? 
The Federal Land Bank advances the funds to the 
Farm Loan Association and issues its own debentures known 
as "farm loan bonds", for sale in the general investment mar- 


ket. These bonds are issued only under specific authoriza- 


tion of the Federal Farm Loan Board. For purposes of 


(1) See pages 87 and 128. 


(2) Moulton, Harold G., The Financial Organization of Society, 
(Chicago, 1921), p. 681 


(3) Seager, Henry R., Practical Problems in Economics, (New 


York, 1923), pe. 370 
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administration each district has a Farm Loan Registrar 
(corresponding to the Federal Reserve Agent of the Federal 
Reserve System), appointed by the Federal Farm Loan Board. 
When any Federal Land Bank desires to issue bonds, it mst 
deposit the mortgages which have been taken from borrowers 
with the Registrar, to whom they are assigned in trust as 
collateral for the bonds. 

The mortgage mst always be a first lien on pro- 
perty owned by the borrower, and cannot exceed fifty per 
cent of the value of the land for agricultural purposes, 
and twenty per cent of the value of the permanent insured 
improvements. Incidentally, individual loans may not be for 
less than $100 or for more than $10,000 in amount, ‘2) 

The land bank district numbers, the names of the 
twelve banks, their locations, and the district which each 
serves, are as follows: 

1. Federal Land Bank of Springfield, Springfield, Mass.: 

Connecticut, Maine, Massachusetts, New Hampshire, 

New Jersey, New York, Rhode Island, and Vermont. 
2@e Federal Land Bank of Baltimore, Baltimore, Md.: 

Delaware, District of Columbia, Maryland, Penn- 


sylvania, Puerto Rico, Virginia, and West Virginia. 





(1) Moulton, Harold G., The Financial Organization of Society, 
TGhicago, TSS) o De 677-678 
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Federal Land Bank of Columbia, Columbia, S. C.: 
Florida, Georgia, North Carolina, and South 
Carolina. 

Federal Land Bank of Louisville, Louisville, Ky.: 
Indiana, Kentucky, Ohio, and Tennessee. 
Federal Land Bank of New Orleans, New Orleans, La.: 

Alabama, Louisiana, and Mississippi. 

Federal Land Bank of St. Louis, St. Louis, Mo.: 
Arkansas, Illinois, and Missouri. 

Federal Land Bank of St. Paul, St. Paul, Minn.: 
Michigan, Minnesota, North Dakota, and Wisconsin. 

Federal Land Bank of Omaha, Omaha, Nebr.: 

Iowa, Nebraska, South Dakota, and Wyoming. 

Federal Land Bank of Wichita, Wichita, Kans.: 
Colorado, Kansas, New Mexico, and Oklahoma. 

Federal Land Bank of Houston, Houston, Tex.: 

Texas. 

Federal Land Bank of Berkeley, Berkeley, Calif.: 
Arizona, California, Nevada, and Utah. 

Federal Land Bank of Spokane, Spokane, Wash.: 

Idaho, Montana, Oregon, and Washington. ‘1) 


Each Federal Land Bank has seven directors who 


have heretofore been chosen as follows: Three "local" 
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directors were elected by the National Farm Loan Associa- 
tions of the district in which the bank is located, three 
"district" directors were appointed by the Federal Farm 
Loan Board to represent the public interest, and one "direc- 
tor at large" was selected by the Board from the three per- 
sons receiving the highest number of votes of all the 

Pee iona! Fern Loan Associations in the district. The offic- 
ers of each bank are elected by the directors and their 
compensation is subject to the approval of the Land Bank 
Commissioner, ‘1) 

Every Federal Land Bank is required to have a 
subscribed capital of at least $750,000 before it can begin 
business. The capital stock is divided into shares of five 
dollars each, and it may be subscribed for and held by any 
individual, firm or corporation, or by the Government of any 


Miia ct ths United States.’ 


Farm Loan Associations 
Within the Federal Land Bank districts associations 
of ten or more farmers might be formed, \) These organiz- 
ations, numbering 4,852, were known as National Farm Loan 


Assochtions. These Associations were chartered by, and were 


(I) Statements of Condition of the Federal Land Banks, Joint 
Stock Land Banks and Federal Intermediate Credit Banks, 
(Washington, 1934), p. 3 

(2) The World Book, (Chicago, 1919), p. 5109 

(3) Wells, Tuis Ray, Industrial History of the United States, 

(New York, 1924), p. 491 
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under the supervision of, the Land Bank Commissioner, ‘1) 
Each National Farm Loan Association must have at least ten 
members, and it could not begin business until the loans 
applied for amounted to at least 409,000, (2) The stock- 
holders were individually responsible, equally and ratably 
and not one for another, for all contracts, debts, and 
engagements of such association entered into prior to June 
17, 1955, to the extent of the amount of stock owned by them 
at the par value thereof. Only those who wished to borrow 
on land which they intended to cultivate might be members 

of the association, and each member must subscribe for one 
share, five dollars, of land-bank stock for every one hundred 
dollars borrowed. This subscription was to serve as security 
for bad debts. When the Land Bank received the subscription, 
it chartered the association and delivered to it the sums 
desired by the borrowers, the cash being raised by the 
issuance of bonds. Repayments were made at stated intervals 
in such amounts as to take care of the interest and also 

the principal in from five to forty years. '°) When the 
borrower paid his loan in full, the bank retired its stock 
which was subscribed for by the bank at the time the loan 


was made. If the association had met its obligations currently 
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(3) Statements of Condition of the Federal Land Banks, Joint 
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Stock Land Banks and Federal Intermediate Credit Banks, 
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(Washington, 1934), p. 4 
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the bank remitted the proceeds of this stock to the associa- 
tion in cash. In such case, the borrower's stock in the 
association was retired and the proceeds thereof paid to 
him or credited on his indebtedness, if any, to the associa- 
tion. If, on the other hand, the association had not met 
its obligations currently, it might be necessary for the 
bank to withhold all or a portion of the proceeds of its 
stock and apply such proceeds as a credit on the association's 
indebtedness. The association retired its stock owned by 
the borrower, but it might be necessary to defer payment 
to him until it had funds available and had met its 
obligations, ‘) 
Each association chose a board of five directors, 
and they selected a secretary-treasurer, who was the execu- 
tive officer of the association. His duties consisted of 
collecting and receipting for all money received, such as 
interest, partial payments on loans, and principal, and for- 
warding the same to the Federal Land Bank in the district in 
which the association was located. He was also required to 
pay to the borrower the money loaned him by the Federal Land 
Bank, ‘) 
When an application for a loan was submitted to a 


National Farm Loan Association, a loan committee of the 
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(1) Statements of Condition of the Federal Land Banks, Joint 
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(Washington, 1934), p. 4 
(2) The World Book, (Chicago, 1919), p. 5019 
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association appraised the value of the property and made a 
detailed report on the project. No loan might be approved 
by the directors of the Farm Loan Association unless all 
three members of the loan committee recommended it; and 
before the loan was finally granted, it must also be ap- 
proved by an appraiser of the Federal Land Bank from which 
the funds were to be secured. 

In case the loan was approved, the Farm Loan 
Association subscribed for capital stock in the Federal Land 
Bank of its district to an amount equal to five per cent of 
the loan desired. The Farm Loan Association then indorsed 
a first mortgage, which it had received from the borrowing 
member, over the Federal Land Bank, thus assuming a secondary 
liability for the payment of the obligation, ‘1) 

Any farmer desiring to borrow money under this 
law had to take fae following steps: 

1. Join the national farm loan association nearest to 
the locality in which he lived or in which his land was 
located, paying in five dollars for one of its shares for 
every $100 he wished to borrow. 

2. Make application. to the association for the loan, 
giving his personal note therefor, secured by a first mort- 


gage on his farm. 


(1) Moulton, Harold G., The Financial Organization of Society 
TChicago, 192 Tos1)-" 3) oe e 
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3. The land is then examined by authorized members 
of the association and an appraiser of the Federal Land 
Bank. If the application was approved the bank forwarded 
the money to the secretary-treasurer of the association, who 
paid it over to the farmer. No commission or brokerage was 
charged the farmer, and the rate of interest could not ex- 


ceed six per cent. 


Advantages 
The law conferred the following advantages on the 
farmer: 
1. It gave him the privilege of borrowing money to 
the amount of his security without having to pay high com- 
missions and a high rate of interest. 
2e It provided for long-time loans of not less than 
five nor more than forty years--on a plan of partial payments 
each year, so that when the loan fell due the final payment 
would be small. 
Se it recognized a number of purposes for which money 
might be borrowed. These were: 
(a) For purchasing land for agricultural purposes. 
(ob) For buying equipment, fertilizers and live 
stock. 
(c) For erecting or improving buildings. 
(ad) For discharging a prior mortgage. 
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Restrictions 
The law placed the following restrictions around 
these loans: 

1. It would not make a loan on land that was not 
occupied or tilled by the owner. 

2. Loans could not be made for less than $100 nor for 
more than $10,900. 

5. The borrower was required to spend the money for 
the purpa es for which it was loaned to him. 

4, The amount of the loan could not exceed fifty per- 
cent of the value of the land and twenty per cent of the 
value of the buildings and other insurable property on it, ‘1) 

Loans might not be made to any one borrower in an 
amount exceeding $50,000, and loans to any one borrower might 
not exceed $25,000 unless approved by the Land Bank Conmis- 
sioner. Prior to May 12, 19353, the maximum amount that could 
be loaned to any one borrower was $25,000. The bank might 
require an assignment of all or any part of the ovner's rights 
under any mineral lease as further security for the loan. 

The land owned by the borrower must be a farming unit of suf- 
ficient aggregate size to produce an income adequate to main- 
tain the applicant and his family, pay taxes, and meet the 


interest and amortization installments on his loan, (2) 


te ee eect ee EE aaa —— 


Stock Land Banks and Federal Intermediate Credit Banks, 
(Washington, 1934), p. 5 
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Loans were made only on the amortization principle. 
Added security was afforded to the lender by virtue of the 
fact that all loans mst be discharged through amortization 
payments. Under this method each annual or semi-annual pay- 
ment by the borrower mist include, besides interest on the 
loan, such an additional fund as would amortize, or liqui- 
date, the debt within an agreed period, not less than five 
years nor more than forty years. It was also provided that, 
after five years from the date of the loan, additional pay- 
ments of $25, or mltiples thereof, might be made; or, if 
the borrower desired, he might pay off on any installment 
date the entire remaining principal. 

It will be seen that under this system the margin 
of security back of the loan gradually increased. The amor- 
tization system also had the very decided advantage that it 
enabled the borrower to pay off the loan out of current funds, 
with the result that he scarcely felt the burden of dis- 
charging the obligation. Under the old system of three and 
five-year mortgages, the farm borrower usually made no pre- 
paration for payment until the mortgage was about due; where- 
upon the preparation commonly consisted in merely making ar- 
rangements for a necessary renewal, involving substantial 
additional legal fees and commissions. Under the amortiza- 


tion plan the farmer was, in effect, compelled to save enough 
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each year to provide for the eventual liquidation of the 

debt. The amortization system was analogous to the pro- 

vision of a sinking fund for the liquidation of corporate 
indebtedness, ‘1) 

The income of the association consisted of fees 
collected from borrowers and applicants for loans, fees 
charged in connection with the transfer of mortgages and 
stock interests of borrowers, earnings received from in- 
vested reserves or other association-owned property, and 
dividends received by the association on its stock in the 
Federal Land Bank. The expenses consisted primarily of the 
costs of making appraisals of farms of applicants and com- 
pensation to its secretary-treasurer, who was the active 
officer. Reserves accum lated by the associations in ac- 
cordance with the law aggregated approximately $2,300,000, 
of which about ninety-seven per cent was invested in Federal 
Land Bank bonds. ‘”) and (5) 

Every farm mortgage bond was the obligation of 
all the Federal Land Banks. The bonds that were issued 
against the farm mortgages as collateral were the direct 
obligations not only of the Federal Land Bank that issued 
it but of the entire twelve land banks jointly. Since the 
investments of these banks necessarily consisted primarily 


(1) Moulton, Harold G., The Financial Or anization of Society, 
_ (Chicago, 1921), pp. 678-680 


SS 
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(3) See page 129 
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of real-estate mortgages and since, for the system as a 
whole, these mortgages were drawn from every part of the 
country, it will be seen that the risks of the Federal Land 
(15) 


Bank System were very widely distributed. 


Joint-Stock Land Banks 

The Federal Farm Loan Act provided for the organ- 
ization of Joint-Stock Land Banks with a minimum capital of 
$250,000 each. Joint-Stock Land Banks were privately or- 
ganized institutions, chartered under the provisions of the 
Federal Farm Loan Act, approved July 17, 1916. The provi- 
sions of the Farm Loan Act required that each bank have a 
subscribed capital of not less than $250,000, one-half of 
which was required to be paid incash before any business 
might be done. The stock of these banks was subscribed by 
the investing public, none being owned by the United States 
Government. Shareholders were individually responsible, not 
for one another, for all contracts, debts, and engagements 
of the bank to the extent of the amount of stock owned by 
them at its par value, in addition to the amount paid in and 
represented by their shares, 

As in any other private corporation, the directors 
of each Joint-Stock Land Bank were elected by the stockholders, 


and the directors in turn selected the officers of the bank 





(1) Moulton, Harold G., The Financial Organization of Society, 
(Chicago, 1921), p. 680 
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and controlled its policies. The compensation of officers 
and employees, as in the case of Federal Land Banks, was 
subject to the approval of the Land Bank Commissioner, ‘1) 

Joint-Stock Land Banks might lend to farmers 
directly, through their local banks, for the same purposes 
that loans might be made by the Federal Land Banks, for the 
same duration and upon first mortgages on real estate as 
security. No loan in excess of $50,000 or more than fifteen 
per cent of its capital and surplus could be made by a bank 
to a single borrower. Interest rates on loans might not 
exceed six per cent. \2) 

Loans made by Joint-Stock Land Banks were required 
to be confined to purposes related to agricultural develop- 
ment. For the purpose of obtaining funds with which to make 
loans, a Joint-Stock Land Bank was empowered under the pro- 
visions of the Farm Loan Act to issue or obligate itself 
for bonds in an amount not in excess of fifteen times its 
capital and surplus. These bonds were declared by the Farm 
Loan Act to be a lawful investment for all fiduciary and 
trust funds and might be accepted as security for all pubdlic 
deposits. The bonds and income derived therefrom were ex- 


empt from Federal, State, municipal, and local taxation, but 


(1) Agricultural Credit, Report of Committee, Chamber of 
Commerce of the United States, 


—_—-  —  —_—-  — -  —- — —-- - o — 


Stock Land B anks and Federal Intermediate Credit Banks, 
(Washington, 1934), p. 136 





ee 


the Government had assumed no liability for the payment of 
either principal or interest, (1) 

The main difference between the Federal Farm Loan 
bonds and Joint-Stock Land Bank bonds lay in the fact that 
the Joint-Stock Land Bank bonds were an obligation only of 
the issuing institution, whereas the Federal Farm Loan bonds 
were the joint and several obligations of the twelve Federal 
Land Banks. 

Under the provisions of Section 16 of the Farm 
Loan Act, before a bank might issue bonds it was required to 
deposit with the farm loan registrar approved first mort- 
gages on farm lands or Government bonds not less in their 
aggregate amount than the amount of bonds to be issued. 
Before a mortgage loan could be so pledged, it was required 


to be approved as collateral security for ponds, ‘2) and (3) 


Growth of the Federal Farm Loan System 

The Federal Farm Loan System has had a substantial 
growth. On November 50, 1919, there were 5,890 associations 
in actual operation with an average number of members of twenty- 
seven and one-half. The total volume of loans was $282,007,781, 


giving an average per association of $72,495. The number of 


associations in 1920 declined, in part because there was already 





(2) Moulton, H arold G., The Financial Organization of Society, 
(Chicago, 1921), p. 682 
(3) See page 144 
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in excess of one for every county in the United States, 

and in part because there was a tendency toward consolida- 
tion of smaller associations. The attack that was made in 
the courts upon the constitutionality of the rural-credit 
law also deterred the formation of new loan associations. 
Although they had been in operation only about three years, 
the Federal Land Banks had increased their capitalization 
from $9,000,000 to $20,000,000, and several of them had been 
able to pay, dividends after meeting all expenses of organ- 
ization am operation and setting aside substantial sums for 
the reserve accounts. 

It is interesting to observe, however, that dur- 
ing the first year of its history the Federal Farm Loan Sys- 
tem experienced serious financial difficulties requiring 
Government aid. The four and one-half per cent tax-exempt 
bonds could not be marketed, and, as a means of avoiding a 
financial collapse of the system, a request was made for 
Congressional appropriation of $200,000,000, the plea being 
effectively made that agriculture would otherwise be serious- 
ly handicapped in its efforts in connection with the war. 
Somewhat reluctantly Congress authorized the appropriation; 
and under it the Secretary of the Treasury purchased 


$136,000,000 of Farm Loan bonds from the Federal Land Banks. 
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Results of the Federal Farm Loan System 

The organization of the Federal Farm Loan Sys- 
tem accomplished three important results: first, it 
equalized farm interest rates throughout the country; 
second, it enabled the farmers as a whole to borrow at low- 
er rates than would otherwise have been possible; and third, 
it broadened the scope of the market for agricultural 
securities. 

The equalization of interest rates was accom- 
plished by means of the provision which made Federal Land 
B ank bonds the obligation of all the banks, jointly and 
severally. It will be readily seen that so long as every 
bond was the obligation of all the banks, the investor, 
resident in a financial center, had no good reason for dis- 
criminating against the bonds of any district, however re- 
mote it might be; from his viewpoint, the bonds of each dis- 
trict were exactly as good as those of every other district. 
It should be noted, however, that this did not apply to the 
Joint-Stock Land Bank bonds; for they were the obligations 
of the issuing bank only. 

The lowering of farm interest rates was made pos- 
sible by means of the cooperative borrowing and the improved 
organization of credit information for which the system pro- 


vided. Under the private mortgage system the primary reason 
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for the high interest rates in remote agricultural regions 
was the lack of reliable information on the part of the 
lender as to the character of the borrower and the adequacy 
of the property offered as security. Because of the dis- 
tance involved the lender had to rely upon the recommenda- 
tion of the local farm-mortgage broker or upon the uncer- 
tain appraisal of the local agent of a mortgage company. 
Under the Federal Farm Loan System the lender relied upon 
the appraisal of a group of farmers organized in a coopera- 
tive farm loan association, checked by an independent ap- 
praisal of an agent of the Federal Land Bank. 

Moreover, the payment of the loan did not depend 
upon the character and financial standing of a single indi- 
vidual borrower; for the loan was the joint obligation of 
a group of borrowers and of the twelve Federal Land Banks. 
Aside from the risks that inhered in distance and the con- 
sequent lack of reliable information there was, in fact, no 
good reason why a group of farmers, in Texas, borrowing $25 
per acre on land valued at $50, should not secure funds at 
as low a rate of interest as a group of farmers in Illinois 
borrowing $100 an acre on land valued at $200. Under the 
Federal Farm Loan System such risks were eliminated. 

Through the substitution of bonds of small denomina- 


tion for the single mortgage of relatively large size, the 
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market for agricultural securities was broadened, and the 
volume of capital available for agricultural securities 
without unduly concentrating risks. Moreover, the develop- 
ment of high-grade agricultural bonds, which in time would 
no doubt possess a high degree of marketability, gave 
greater flexibility to the system of agricultural finance 
and thus served to stim late agricultural investment. By 
means of the machinery provided by the rural credit legis- 
lation, the farmers of the country were in fact placed in 
a position where they could enter the investment market on 
better than even terms with corporate industry. Indeed, 
one might say that the rural credit system had, from the 


viewpoint of raising capital, "corporationized" agriculture. 


Criticism of the Federal Farm Loan System 

There were, as was to be expected, some minor 
criticisms of certain provisions of the Rural Credit Law 
and some of its administration by the Federal Farm Loan 
Board bad tnd Bank officials. The first was that the Farm 
Loan System did not accomplish the main purpose which the 
rural credit agitation had in view, namely, that of making 
it easy for farm tenants and other landless people to be- 
come farm owmers. The second was that the provisions of the 
law exempting Federal Land Banks and Joint-Stock Land Bank 
bonds from taxation was perversive in its general economic 


and social effects. ‘+? 


(1) See page 122 
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Those who believed that the greatest evil of the 
American agricultural system was the rapid increase of 
farm tenancy naturally held that the Federal Farm Loan Act, 
which was primarily designed to assist existing land own- 
ers in making improvements upon their lands or in purchas- 
ing additional acres, had missed fire. Granted that the 
purpose of the Act was to decrease tenancy, this criticism 
was undoubtedly well founded; for the law certainly did not 
render essentially easier the acquisition of farm land by 
those who were dispossessed. On the otler hand, there were 
those who contended that the Act was never intended to elim- 
inate a farm tenancy, and that this evil must be remedied 
by other means. 

The second criticism of the system--that against 
the tax exemption provisions of the law--would never have 
arisen except for the great rise in interest rates during 
the war and the passage of Sa meeseh¥e income-tax legisla- 
tion. It will be seen that, since the heaviest taxes were 
levied on the larger incomes, the tax exemption of bonds 
was of greatest benefit to individuals receiving the high- 
est incomes. And the truth is that these bonds were being 
purchased in wholesale quantities by men of very large means, 
who thereby escaped the payment of a substantial portion of 


their Federal taxes. 
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It was further argued not only that the tax ex- 
emption provision played into the hands of the rich in- 
vestor, but that it gave the farmer an advantage in rais- 
ing capital to which his relative economic position did not 
entitle him. While the law was designed to develop an in- 
vestment mechanism which would give the farm borrower an 
even chance with other borrowers to compete for capital 
in the investment market, it was not intended that he should 
be given an arbitrary differential in interest rates. It 
was merely the accident of the war and the change in in- 
terest rates that brought the present situation about. 

The controversy over the tax exemption provision 
was very sharp, the constitutionality of the Federal Farm 
Loan Act having been challenged in the courts and bills hav- 
ing been introduced in Congress for the repeal of the law 
and the complete abolition of the system. Meanwhile, pend- 
ing the decision of the courts as to the constitutionality 
of the Act, the Federal Farm Loan System practically ceased 
to function, as far as the taking on of new business was 
concerned. 

While nearly all students of the problem are agreed 
that there was no sound reason for the maintenance of the 
tax-exemption provisions of the law, there were few who wished 


to see the rural credit system abolished, for it was believed 
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that the evils of the system could easily be remedied by 
Congressional amendments. While it was perhaps too early 
to make a final appraisal of the Federal Farm Loan System, 
the basic principles underlying the law were generally con- 
ceded to be sound, and it would be a very great misfortune 
if the system, as amended, were not given a chance to prove 
its merits under conditions less abnormal and fluctuating 


than those that have obtained from its inauguration. ‘+) and (2) 





(1) Moulton, Harold G., The Financial Organization of Society, 
(Chicago, 1921), pp. 682-690 


(2) See page 122. 
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Farm Bureau 

The best evidence that the farmers had organized 
to cope with the problems of distribution in an effective 
manner was to be found in the farm bureau movement which 
has had a very remarkable development. 

The farm bureau grew out of the development of 
county agents, an instrumentality resulting from various at- 
tempts by both State and Federal departments of agriculture 
to induce farmers to put into practice the scientific meth- 
ods provided by agricultural colleges and experiment sta- 
tions. Beginning in the South in 1906 and extended to the 
North in 1911, the county agent plan was established in every 
agricultural county during 1917-18. 

County agent work seeks to improve agriculture and 
to better conditions on the farm. The agent mst act as an 
educator, as a practical farmer and as an organizer. He is 
a source of information for the farmers of his county. He 
speaks at farmers! meetings, assists at institutes and holds 
field schools, but his most effective work is that of actual 
demonstration on farms, Where there are organizations, he 
cooperates with them; where there are none, he tries to form 
one. In the South these organizations formed by the agents 
are usually called "County Farm Councils", while in the North 


they are known as "County Farm Bureaus". 





i) MEE ee 
fk a i 
b , 












- 61% ' fi 
eng 
Seog pes 7 ve as 
hoxins»to Sesh etemmet edt tect songh ive teed od? Pe “ 


evisoetie as mt notseittel to ene fdorg edd cttw oqo ot: oy | 
Soliw tremeyor weetnd mraet efd ae Sasot ed ot saw rommam i” 

- dremtyo Leyeb oLdesitamet, YIev Roped ii 

to tasmgoLoveh os to tro wong 4 weorted mers % ont 4 - as og pee A 

-ja evolisy, sort anit lusese tit Lstromratact me peer rds 3 

ened iudieps to atnomtreceb Iatebet fies eted2 dod ud stony | 4 

‘sation aero toe ect soltuany owtit SIRE ot atoms. eoubmt ¢ " 

wei diktaticcdns ‘bee esnoal loo Sarid Lb 28a yd babtiomg ab 

eds o¢ Debsstxe Bae S00L mh aguet ent of aatnatt god + ne “ 
Yievs wl Sedelidetee asw aalaq tasye vitae . erkt Liet of 

 (OLATrer pokes Yeanoo. sas: 

bere ext [ootege evoraml of elses tow daoge ydauod | ee, 

we ep ton deem tas§ea ext. Tet ert so anokt thos Rk 
at 6 .tesicenro me (ea Ban comet Ieottong 9 ee ¢ . 

ef - .xtnwoo nkd to exomtet ont: ‘tor rmitanrrotat neh ae 

ebiod bas eetutitent ts edetees 43ci2to am Raps a ee 

Lairton Yo Yad at row av leony dram ote dnd iy BLlek 

‘ed yanoites Lagato ete stexty ortacit senate 99 


mto? of selxt ox <OmOrt OTe’ ne ae 









Q* 
‘Ve 


Oi ae 


A farm bureau is an association of people interested 
in rural affairs, which has for its objects the development 
within a county of the best system of agriculture, the estab- 
lishment of community ideals, and the improvement of the well- 
being, prosperity, and happiness of country people. It seeks 
to accomplish its purposes through cooperation with the local, 
State, and National agencies which are doing extension work 
in agriculture and home economics. 

The earlier conception of the farm bureau regarded 
it as an aid to the county agent in his work; more recently 
it has become a democratic, agricultural organization which 
studies the local needs and attempts to solve the local prob- 
lems. The farm bureau is based upon the desire of the Ameri- 
can farmers to unite for mutual self-help and cooreration and 
to get into anieia ene touch with the governmental institutions 
and agencies of agriculture. It has been characterized as a 
clearing-house and as a chamber of agriculture corresponding 
to a city commercial club. It is non-political, non-sectarian, 
non-secret, and represents the whole farming population--men, 
women, and children. 

_ Twenty-one of the thirty-three northern and western 
states had farm bureaus before the United States entered 


the war. On December 1, 1916, these twenty-one states had 


287 farm bureaus with 98,654 members. To carry out its increased 


- BY . 






















Hhetustetat ofcosq to mottetooses mm Bt MBosid ota A 
tnemcoLeveb ent atteeicdo adtf. sot aad, doketw . (ealette mat r 
~isige eft .etsticokuas to moceye seg odd te, edertieo | a aldste hs 
-Ifew eit to tasmeyorgmt odt Oas ,elsebiydtasmoo 0 dnomiest 
atooa tI .elqeed yedtanoo, to saontegad boa .yttteasomq aatel ee 
frool edt ddtw oc mma dayorsit hastened edt hutta iy 


| . ,2okmonese: ceahsbanted 
bebtenct weersd ateat edd to aoltqeonco. nob inee ed 
perenne etom  ;xtow eid ak I1938: Yinsoe aft: ot Bis : 
dabse, aottasineg 1 fstsdlvoligs, ottertoome, 9 anoned | 
| aosd feook edt, evioe of atametta, brs. -ebeen. faool ro oS 
~Iaoma edd Io erfeeh odd soqu beeed: ob aornisees tani 
fis, noltes e009. bas gled-tlea peri aA. i =a 
enotinilvent Lstaemnte vos odd ditw dovozs ) OFGEE od 

£2 8B bositstosiads msed eat Sects celina ap 7 

gatirogqeess0o | eustivotize. te tedmao Aes bos uaa 
einetooe-ton ,faottifog-nom el. ectenen! ne: 3 
om~-noldeluaod. grater) ib adie qdtexgogate 
araycil  cabet 
sated bang areds tom, ieee a 

we bonedne eedade bot ta eds ARI 
bad setete. RT RINT: needs, Bi0L) & haiti all 
beeseront ett tuo yrBo enna: aie cs , 


oe Ow 


food production campaigns, the United States Department of 
Agriculture began a systematic organization of farm bureaus 
in the counties. On June 30, 1918, in twenty-nine states 
of the North and West there were 791 farm bureaus with 
290,000 members. Three other states--Indiana, Oregon,and 
Washington--had county federations of farmers' organizations 
which functioned much the same as farm bureaus. Wisconsin 
alone had no county organization to assist in agricultural 
extension work. 

The Iowa Farm Bureau ederation was formed December 
27, 1918, at a meeting at Marshalltown, by delegates from 
seventy-two of the county farm bureaus. Each bureau has one 
official representative on the board of directors who has a 
vote. In no case may the county agent be selected as a repre- 
sentative. The board of directors annually elect a president, 
three vice-presidents, a treasurer, and an executive committee. 
The secretary is chosen by the executive committee, which 
consists of one member of the board of directors from each 
of the eleven Congressional districts of the state, with the 
State County Agent Leader and the Director of Agricultural 
Extension as ex-officiis, advisory members without a vote. 
All of the officers and directors mst be actually engaged in 
farming and serve without pay, but are reimbursed for expenses 


incurred in performance of official duties. 
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One dollar of each membership fee received by 
the county farm bureaus may be used by the federation. 

There are no public funds to which it is entitled, and do- 
nations and gifts are its only other means of support. In 
the farm bureau membership drive late in 1919 about $300,000 
was donated by members to the special working fund of the 
federation. 

In November, 1919, the American Farm Bureau 
Federation was formed at Chicago by delegates from thirty- 
three States. A preliminary meeting had been held at 
Ithaca, New York, in February, 1919, at which a committee 
had been appointed to frame a tentative constitution and 
arrange for a later session. The Chicago meeting was the 
result of the work of this committee. Mr. J. R. Howard, 
of the Iowa Farm Bureau Federation, was elected president, 
S. L. Strivings of New York, vice-president, and J. W. 
Coverdale, temporary secretary, until the next meeting 
which was set for March, 1920. 

The constitution stated the objects as follows: 
"To correlate and strengthen the State farm bureaus and simi- 
lar State organizations of the several States in the Nation- 
al Federation, to promote, protect, and represent the busi- 
ness, economic, social, and educational interests of the 


Nation, and to develop agriculture." 


- ov 4 a. an 
ee. ay i 

| r? ies 4 
vc hoviesor est qiterodinem dose Te aa tab ue a 
colinieheD ea yd bean of phat sean iibanies cee 

~of bce ,beldtdeae ef ¢2 clo icw ot deat ab Ldue-ott otal erent 
cl .drocawe ‘to emaem sente yino att sta avttg na el 
000 008% soda OfLOL at etal ovitb: see mein aa at iq 


ond to baot sell tow tatooca ons ‘ot t ertedinote : 



















ueetid tel neolwenh. od eset .tedmevou at. a wal 
-YSRtAd mort sotagelod yd ogaokeio ts’ fesse? ‘sow sto. ¢ . 
$e Died nsed bad pittoon- gientnt Let n saetase 
eptdtames 2 dotiw te“. @Ler weteuada mt banding 
bie nottutivenoo evidsined)s emevt 6 nents: 
6a} sew patie on ossolcd ent anche wade s | e4 
btewoll 1.0 aM) <eedtinoo eo seo ani 
wiaehlaeiq botoele enw .solteiebel | oer ora <a 
.W .t baw |, dasbteonq-ooty of weito 230 e RAEGE 
grtdeem deer ect Liseus Vondorese Yreroquod 46. vite 7 ' 
: oe! asin nae ad: a 2 ria: tA) 
“TRMOLLOT as etvetdo oH bodeite pabeneatet aie 
~lute’ hea eueousd mist otad@ odd nedignent r 
~foltel ont mi sedad® Lasoves, seh ‘to! att 
~teud’ ods sneeonqor Ear a’ ae ; a | 


acid to eeeenodat Peaaraeiyes 


= 9 


Membership in the Federation consists of State 
farm bureau federations or State agricultural associations 
formed on the farm bureau plan or a Similar plan. The 
dues for a State are fifty cents for each individual farm 
bureau member of the State. 

The governing body is a board of directors which 
meets annually. Each State is entitled to one director and 
an additional director for every twenty thousand paid-up 
members of county organizations. The directors must be 
actual farmers, and as soon as a director or officer be- 
comes "a candidate for an elective or appointive State or 
national office," he must immediately resign. Each member 
is also entitled to one delegate and an additional delegate 
for every ten thousand farmers of the State. These dele- 
gates form a House of Delegates which sits with the direc- 
tors and shares all their privileges except the right to 
vote. 

The directors annually elect from their own number 
an executive committee of twelve members which has charge 
of the administrative affairs of the organization. The presi- 
dent and vice-president are ex-officio members, and the 
Secretary of Agriculture of the United States and the Direc- 
tor of the States' Relation Service have the privilege of 
attending all meetings and may take part in all discussions, 


but have no vote, 
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The second session of the American Farm Bureau 
Federation was held in Chicago, March 3, 1920. MTwenty- 
eight States were admitted to membership. Bureaus were 
created to study the transportation problem, the distribu- 
tion of farm products, and the simplification of the in- 
come tax. A legislative bureau and bureau of world sta- 
tistics on supply and demand were also formed. J. W. Coverdale, 
of Iowa, was chosen permanent secretary. National head- 
quarters were established at Chicago and legislative at 
Washington. 

Early in December, 1920, the second annual con- 
vention of the Federation was held in Indianapolis. There 
were sixty-four voting delegates present representing thirty- 
two States. Organization work was reported to be in pro- 
gress in all but three States. It was estimated that the 
Federation was supported by approximately a million and a 
half actual farmers, although the membership in the States 
affiliated was only slightly over eight hundred thousand. 
President Howard and Secretary Coverdale were reelected. 

The three strongest States as to membership in 
the Federation are Iowa, Illinois, and Ohio. Iowa leads with 
123,000, while Illinois and Ohio have about 100,000. The pre- 
dominance of the Middle West was shown at Indianapolis where 
the States from that section had thirty-six voting delegates 
compared with ten from the East, ten from the South, and 


nine from the Far West. 
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By comparison with the organization of other 
bodies of farmers, it is apparent that farm bureau strength 
is largely in previously unorganized territory. Perhaps 
the explanation is found in the fact that the Middle West 
has been quite prosperous until recently and has not felt 
the need of organization. In addition, this territory is 
the grain-belt and general farming section where conflicts 
of interest are greater. The =e teenth of the farm bu- 
reau is partly due to the decline in the farm products, 
but also to the forced nurture due to the war and Govern- 


ment support and encouragement. 
Farmers’ Union 


Another leading general farm organization is the 
Farmers! Educational and Cooperative Union of America which 
was organized in the South in 1905. Its greatest strength 
is now in Kansas, Nebraska, Iowa, and Oklahoma. It did not 
enter the grain-belt States to any considerable extent un- 
til 1915. There are twenty-seven State unions, most of 
them south of Kentucky and Virginia and west of the Missis- 
Sippi. Current newspaper accounts credit it with a member- 
ship varying from 250,000 to 900,000. 

The Farmers! Union has emphasized the need of the 
farmer to systematize his business by cooperation and to apply 


to it the principles of scientific commerce. Hence, its 
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chief activity has been devoted to the promotion of co- 
operative enterprise. It claims to do annual business of 
one million dollars, twenty per cent of which represents 
savings to members. About two-fifths of this business was 
done in Kansas and Nebraska. All cooperative associations 
are organized upon the Rockdale plan, and pay from six to 
eight per cent dividends on capital stock and distribute 
additional profits in the form of patronage dividends. | 
These two national farm organizations seem to 
have worked together without serious friction. In some in- 
stances there has been duplication of membership, and of- 
ficials have cooperated in the support of legislative mea- 
sures in the interest of farmers. Lately in Iowa there have 
been signs of conflict, and, at the State meeting of the 
Farmers! Union in September, 1921, a contest for the presi- 
dency resulted in the election of the candidate who stood 
for the maintenance of the complete independence of the or- 
ganization from the Farm Bureau and for keeping it "strictly 
a farmers' organization". The opposing candidate was under- 
stood to favor cooperation with the Farm Bureau. The vote 
was 489 to 186. A resolution was unanimously adopted calling 
for the abolition of county agricultural agents as "unneces- 
sery and useless", Another resolution instructed the offic- 
ers to confer with representatives of the American Society 


of Equity on proposals for amalgamation. 
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The Farm Bureau has placed the emphasis upon edu- 
cation and better farming. It has been conservative and has 
kept out of partisan politics, but it must meet the urgent 
economic needs of its constituents or give way to a more 
effective organization. The Farmers' Union has devoted it- 
self especially to cooperative methods of marketing and 
of distribution. 

State control of methods of distribution has failed 
to meet widespread approval and has not been worked out suc- 
cessfully in North Dakota. Nebraska's experience suggests a 
better way and one suited to the individualistic character 
of the western farmer--that of voluntary cooperation in buy- 


(1) 
ing and selling. 





(1) Haynes, Fred E., Social Politics in the United States, 
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There were some important differences between the 
requirements of agriculture and of urban business in the way 
of credit facilities. Commercial credit for short-time 
transactions did not exceed ninety days. Long-time credits 
were always available through the medium of bond sales. 
Agricultural credit fell into three general classes: short- 
time credits under six months, intermediate credits from six 
months to three years, and long-time credits for periods 
above three years. The commercial bank provided short-time 
credits not to exceed three months. This meant that if the 
farmer secured adequate credit decduisaat Tousen must plan to 
renew his notes one or more times and take the chance that 
renewal would be permitted. The farmers! crops for the most 
part were produced once a year, and livestock often required 
longer. Before 1913 no regular means of providing this cred- 
“it was provided. National banks were prohibited from mak- 
ing loans on real-estate security. The beginning of the 
recognition of this problem was inaugurated in the Federal 
Reserve Act of 1913. 

For the most part long-time credits in agriculture 
meant land credit; that is, credit for the purchase of a 
farm or for more land or for permanent improvements on the 
land. Of the three the purchase of a farm presented the most 


serious problem. It meant a larger relative outlay, longer 
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time, and more favorable interest rates. The fact that 
free or cheap land was gone was making this problem more 
and more acute. 

The Federal Reserve Act provided that national 
banks might lend money on farm land to the extent of fifty 
per cent of its value and for a maximum of five years. This 
made the land-credit system an adjunct of the commercial- 
eredit system and was the conservative solution, ‘1) 

The more radical element insisted upon the estab- 
lishment of a separate system on a more liberal plan. ‘The 
Federal Farm Loan Act of July 17, 1916, represented substan- 
tially this view. A board of five members was created to 
administer the system, one member being the Secretary of 
the Treasury. The country was divided into twelve districts, 
in each of which a Farm Loan Bank was to be established. The 
banks made loans to the farmers through the medium of three 
possible agencies: national farm-loan associations made up 
of farmers wanting loans, banks or other credit institutions 
designated by the bank, or joint-stock land banks, which were 
a new type of private institution. Capital was provided in 
the first instance by the Federal Government, but additional 
funds were to come from stock subscriptions of the local bor- 


rowing institutions and from the sale of debenture bonds se- 


(1) Malin, James C., The United States after the World War, 
(B oston, 1930), p. 236 
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secured by farm mortgages. The national farm-loan associa- 
tions came nearest to meeting the requirements of the home- 
purchaser, but the cooperative nature of these institutions 
and the obligations assumed made progress slow among the 
individualistic American farmers. The other two agencies 
were better adapted to serve the farm-owner who was adding 
to his holdings or improving his land. For example, the 
borrower from a Joint-Stock Land fFank was not required to 
cultivate the land being purchased, whereas the borrower 


(1) 


from a national association mst cultivate. 





(1) Malin, James C., The United States after the World War, 
(Boston, 1930), pe 258 
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The outbreak of the World War in 1914, by divert- 
ing the labor and capital of Europe from productive pur- 
suits to war, created an immediate demand for American pro- 
ducts which _ increased when the United States became a 
belligerent in 1917. Prices rose, mich marginal land hither- 
to unimproved or in pasture was brought under cultivation 
and the output was greatly enlarged. When normal activities 
were resumed after the Armistice, the European peoples began 
gradually to supply their own needs, and by the end of 1920 
the inflated prices of food-stuffs dropped sharply. fPro- 
duction in the United States was not easily curtailed, how- 
ever, and the American farmers were faced again with the 
problem of relative over-production and low prices which 
had created such profoum discontent fifty years previously. 
At the same time the burden of fixed charges and mortgage 
indebtedness had increased. As the price of land rose, a 
larger investment of capital was called for and it became 
necessary for a young man buying a farm to mortgage it more 
heavily in order to acquire title and to equip it properly. 
This is probably the explanation--in part at least--of the 
increase in the percentage of farms mortgaged, from thirty 
per cent in 1900 to thirty-six per cent in 1925. During 
the same interval the average value of a farm in the United 
States almost trebled, from $2,896 to $7,764. The average 


farm mortgage at the latter date was $4,000, (1) 


(1) Bogart, Ernest L., Economic History of the American People 
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There were no material legislative changes in 
the Federal Farm-Loan System during the post-war decade; 
there were, however, amendments of minor character to ad- 
just details of operation. The credit stringency of 1920- 
21 caused the capital of the twelve Land Banks to be in- 
creased to an aggregate of $50,000,000. This act was ap- 
proved July 1, 1921. Certain aspects of administrative 
policy caused controversy. The Treasury wished to domin- 
ate the Federal Farm Loan Board and treat it mech as a 
bureau in the department; the majority of the board members 
held the view that the board was an independent organiza- 
tion. A iter fight had been carried on in the Federal 
Reserve Bank system, and for the most part the board had 
won. In the Farm-loan System the results tended in the 
other direction. The President opposed the principle of 
independent boards. During 1927 and 1928 the Farm Loan 
Board was reorganized by the appointment of men reputed to 


hold the views of the administration. 


Federal Reserve Act 
The first step in the adjustment of short-time 
credits to meet the requirements of farms was also incor- 
porated in the Federal Reserve Act. The credit time allowed 
on paper made for agricultural or live-stock financing was 


extended from the customary ninety days to a maximum of six 
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months, and this paper was made discountable with the 
Federal Reserve Banks. During the war no new legiSlation 
was enacted, but the agricultural requirements were favored 
by rulings of the Federal Reserve Board regarding classi- 
fication of agricultural paper for various banking purposes. 
In the post-war period the demand for both short-time and 
intermediate credits was insistent. Conservatives insisted 
that all legitimate demands could be met by adjustment of 
existing machinery; the more radical elements insisted upon 
a new intermediate-credits system. The result of the con- 
test was an extension of the short-time-credits machinery 
into the border zone between the two fields. The Inter- 
mediate-Credits Act of March 4, 19235 liberalized the pro- 
visions for the use of short-time agricultural paper within 
the Federal Reserve system,and in addition extended the 
maximum time of maturity for certain classes of it to nine 
months. The McFadden banking act of February 25, 1927, dats 
tended the maximum to ten months. The security on which 
this paper was based was warehouse receipts or shipping 
documents. ‘+? 
The credit collapse of 19201921 was not brought 
on by the discount policy of the Federal Reserve system or 


by a conspiracy to curtail agricultural credjt,as was often 


(1) See page 128 
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charged: the most important factors were cessation in 
buying both at home and abroad and the precipitate decline 
in prices, especially farm prices. The collapse in prices 
sharply reduced the value of security for loans, and con-, 
sequently it was necessary to reduce loans somewhat in 
proportion in order to maintain a safe margin between the 
loans and the security. 

The remedies brought out three points of view: 
first, the enactment of purely emergency legislation; 
second, amendment of the Federal Reserve system; third, 
the establishment of a new intermediate-credit system. 

In the long run all were tried. Before any legislation 
could be enacted private assistance was extended, at the 
suggestion of the Secretary of the Treasury, through the 
Stock Growers! Finance Corporation sponsored by bankers 

in January, 1921 to assist in financing the exportation 

of agricultural products. Its scope was enlarged by an Act 
of August 24, 1921 to include emergency agricultural credits. 
It continued until 1924, when the new intermediate-credits 


system was put into operation. 


Intermediate Credit Act 
It was March 4, 1923 before the Intermediate- 
Credits Act became law, and then the measure contained 


three schemes sandwiched together. This seemed the only 
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way in which enough votes could be mustered to pass any 
bill. It was hoped that in this manner some part or parts 
of the combination would help agriculture, and the enact- 
ment of some measure was necessary to help the political 
situation because the farmer was becoming impatient. 

The Federal Farm Loan Board was increased from 
five members to seven and was given jurisdiction over the 
new intermediate-credits system. Twelve Federal Intermediate- 
Credit Banks were to be organized, one in each Federal Re- 
serve Bank district. These banks were authorized to make 
loans to cooperative producing and marketing associations. 
The security should be warehouse receipts, shipping docu- 
ments, or live-stock mortgages. The maturity of the loans 
was from six months to three years. The capital of the 
banks was subscribed by the Treasury; they might issue col- 
lateral trust debentures for periods not to exceed five- 
years secured by cash or agricultural-credits; corporations 
could be formed by five or more persons for agricultural 
or live-stock purposes under authority of the Comptroller 
of the Currency. The corporations were authorized to buy 
and sell debentures issued by other Federal Intermediate 
Credit Banks. The security fr both loans and debentures was 
similar to that required under the Intermediate-Credit Bank 


System. 
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It is very important to the understanding of the 
agricultural code to see how cpupaceeiy all the previous 
farm le gislation was tied together in the short-time and 
intermediate-credits systems. The establishment of stan- 
dards for farm products under Federal inspection, the con- 
trol of terminal markets, the control of warehouses which 
issued warehouse receipts, and the legalization and promo- 
tion of cooperatives were all essential to the sound func- 
tioning of the principle of basing agricultural credit up- 
on farm products as security. The System was drafted dur- 
ing an abnormal period and was organized under the most 
adverse conditions. It had to be built from the ground up, 
and almost without American precedents except where it was 
tied up to the Federal Reserve system, which was drafted 
after six years of intensive study of normal times and was 
put into operation in 1914, before there was any serious 
financial disturbance. Furthermore, the Federal Reserve 
System was built upon the National Bank System, which had 
been in operation for fifty years. 

The principle of using agricultural products as the 
basis of a system for solving the farmer's financial probléms 
was not new in the United States. The Farmer's Alliance 
sub-treasury plan adopted by the Populist party in 1892 


provided for the issue of paper money on the security of farm 
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products stored in warehouses. They also proposed a 
land-credit scheme. The farmers of that period did busi- 
ness with money rather than with credit. In 1916 and 1923 
agricultural financing was assisted if not solved by the 
creation of credit institutions which utilized the same 
security--land and agricultural products. In the latter 
period business was done with credit rather than with money. 
The Populist scheme was considered too radical to receive 
serious consideration from sound financiers; the later 
schemes were pronounced conservative and sound when they 
were established. 

More recent attempts to solve the agricultural 
problem, while assuming the responsibility of the Govern- 
ment in the matter, have progressed beyond the old panacea 
of easy credit. Agricultural economists now have their at- 
tention fixed upon the surplus as the root of the difficulty. 
In industry, production can be curtailed to meet the demands 
of any given time, and a glutted market with the attendant 
decline in prices can be in measure forestalled. But in 
agriculture, where each farmer is a law unto himself and 
where crop yields mst inevitably vary greatly from year to 
year, control of production is well-nigh impossible and a 
surplus may easily become chronic. Suggestions for relief 


therefore, looked increasingly towards the disposal of this 


surplus to the greatest advantage. 
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McNary Haugen Bills 


The leading measure advocated as a solution of 
this question was the McNary--Haugen bill, introduced 
into Congress during the session of 1923-1924. The radical 
farm group took the aggressive part in formulating the pro- 
gram, and no administration measure was presented until 
late inthe contest. Inasmmch as each successive McNary- 
Haugen bill was different in details from its predecessors, 
only the general principle of the equalization fee is dis- 
cussed here. It started with the assumption that tariff 
did not really protect agriculture, but that an equival- 
ent could be provided by fixing the domestic price at a 
point which would insure a profit. The surplus of each 
year's crop over domestic needs could be sold in the world's 
markets for what it would bring. The loss would be assessed, 
in the form of an equalization fee, against every unit of 
the product sold by the producer. The larger the surplus the 
greater the loss and consequently the fee, which would leave 
the net price low and discourage production. Where the sur- 
plus was very small there would be no need for the systen. 
By applying these tests to agricultural crops in normal 
years it was clear that only two crops, wheat and hogs, would 
be seriously concerned. Producers of cotton and tobacco sold 


too great a proportion of their crop abroad to be interested; 
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other producers usually did not have enough to sell abroad 
to interest them. The McNary-Haugen bills were,therefore, 
Middle West measures. 

On “April (12, 1926, Mr. dardine, Secretary -of 
Agriculture, presented the Administration Bill through Sena- 
tor Capper. It approached the question from the standpoint 
of controlled production and improved marketing conditions. 
Policies already inaugurated were to be continued, espe- 
cially the cooperatives in maintaining an adjustment of 
production and in finding market outlets. In emergency cases 
it could administer a revolving fund to assist in holding 
crops for the purpose of allowing orderly marketing. 

During the next session the McNary-Haugen group 
secured the support of the cotton and tobacco sections of 
the South and passed their bill. President Coolidge vetoed 
it February 25, 1927. The veto message declared that the 
bill was a grant of special favors to particular enepe and 
to particular sections. It was price-fixing; it was an abuse 
of the taxing power; it would increase prices to the consumer 
and would increase the cost of production. Other industries 
would ask for similar protéction. The plan was contrary to 
policies of preventing combinations in restraint of trade; 
it would put the Government into business; it would encour- 


age speculation. Under such a plan, sale of United States! 
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products in the world's markets would be treated as dump- 
_ing and would cause discrimination against American goods. 
The plan would be difficult, if not impossible, to adminis- 
ter and would build up bureaucracy. The method of appoint- 
ment was an unconstitutional invasion of the president's 
appointing power. 

Nearly all these objections would be equally valid 
against a high protective tariff. As a matter of fact, most 
of them had been frequently used in earlier years by the ex- 
ponents of low tariff. Why should they have been used by 
an advocate of high protection? it was the very heart of 
the whole McNary-Haugen bill to grant to the farmer the same 
measure of protection that the manufacturer was already en- 
joying. The last group of objections were more easily 
Gefended. The country seemed, on the whole, to indorse the 
wisdom of the veto without necessarily approving all the 
reasons, 

During the winter of 1927-1928 a revamped licNary- 
Haugen Bill was pushed through Congress. It contained the 
equalization-fee plan, and it was almost certain of a veto. 
The presidential campaign was well under way, and the McNary- 
Haugen group expected either to force the acceptance of the 
measure or to take it into the campaign. It went to the 


President on May 18 and was vetoed on May 25. The McNary-Haugen 
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group had lost in Congress, so they prepared to fight the 
issue out before the political party conventions in June. 

| The plans for the creation of a division of co- 
operative marketing in the Department of: Agriculture were 
proposed in 1925 but were not enacted into law until July 
2, 1926. This Act was to create a Federal agency to fos- 
ter the growth of cooperatives and to provide them with ade- 
quate information and service to enable them to function 
fully. Mr. Jardine's ideal was controlled production at low 
cost and orderly marketing. His plan was to build the foun- 
dation on farmer-controlled cooperatives and then to create 
farmer-controlled central Biel iteation agencies to co- 
. ordinate the thousands of cooperatives on a national scale, 
Each major group would serve as the national instrument 
through which these central bodies would be created Siaaees 
ordinated. As a law creating the farm board was not enacted, 
the question became an issue in the campaign of 1928. 

In the meantime agriculture had made a practically 
complete recovery in some localities and crops, a partial 
recovery in others; but depression still persisted in many 
places. The most serious period had been 1920-1923. By 
1924 more favorable conditions were clearly perceptible, 

A good price for wheat in that year gave relief to the wheat 


areas. In 1926-1927 the cotton situation was substantially 
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improved. By 1927 live-stock had recovered for the most 
part, and real estate sales were reported in many communi- 
ties at advances in price. Mr. Jardine reported in 1927 
that the farmer had regained three-fourths of his buying 
power. 

The restoration of agriculture to approximately 
the pre-war level was looked upon by many as the solution 
of the agricultural question. From this point of view only 
emergency measures had been required; consequently, by 
1928 little real need existed for further action. During 
the pre-war period, however, agriculture was far behind 
urban industry in application of power machinery, organiz- 
ation for controlled production, orderly marketing, econom- 
ical financing, elimination of waste, ete. (1) 

The inelasticity of demand causes prices to be 
high in years of low production and low in years of large 
production. To the numerous small-unit producers in agri- 
culture the market for their products appears almost infinitely 
elastic in the sense that production adjustment on the part 
of an individual producer. cannot affect the prices he re- 
eeives. As a result, farmers as a group tend to over- 
expand when prices are high. This is a particularly unfor- 


tunate tendency when the high prices are merely the result 





(1) Malin, James C., The United States after the World War, 
(Boston, 1930), p. 245 | 
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of law yields and consequent short supplies. Farmers also 
as a group tend to be reluctant to reduce production when 
prices are low because of the necessity of meeting fixed 
charges. Furthermore, the small farmer, unlike the manu- 
facturer, cannot reduce operating costs by discharging 
large groups of workers, ‘1) end, (2) 

The purpose of a sound agricultural policy should 
be to place the industry upon a stabilized basis and re- 
dress the balance between urban and rural economic and 
social systems. 

With the veto of the McNary-Haugen bill the farm 
leaders calEbd for a march of the farmers on Kansas City 
to force the adoption of a plank in the Republican platform 
indorsing the equalization fee. In spite of their efforts 
the Republican convention refused to submit; it adopted the 
administration policy instead. When the nominations of 
candidates were being made, Mr. Lowden, who favored the 
equalization fee, withdrew his name on the ground that the 
party had not met the farm issue. The convention nominated 
Herbert Hoover by an overwhelming majority. Mr. Hoover was 
known to advocate the administration programand was con- 


sidered by some as the originator of the farm board plan. 


(1) See page 222. 
(2) United States Department of Agriculture, Agricultural 
Adjustment, 1937-1938, (Washington, 1959), pp. 2-3. 
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Having been defeated all around at Kansas City, 
the cornbelt leaders (that is, the most radical of them) 
raised the rallying cry "On to Houston". They went, and 
were heard. The Democratic platform, however, did not in- 
dorse the MecNary-Haugen Bill itself; the indorsement was 
of the principle that the cost of marketing surplus crops 
should be assessed against the crop benefitted. This was 
the principle of the equalization fee. Alfred E. Sete. 
the Democratic candidate, accepted the plank as written. 

The proposed agricultural policies of the two 
candidates, as defined in the platforms and exvounded in 
campaign speeches, were identical on most points: inland 
waterways, highways, cooperatives, credits, and so on. Mr. 
Smith criticized the Republican tariff policy, but in the 
last analysis there was little apparent difference between 
them even on that subject. The primary difference between 
the programs centered about the Democratic equalization fee 
and the Republican farm board. In neither case did the par- 
ty or the candidate present a concrete description of the 
machinery required to put the program into effect. The 
Democratic plan emphasized Federal regulation; the Repub- 
lican proposal stressed federal assistance associated with 
economic self-government. Mr. Smith promised to appoint a 


commission immediately after election to frame the mechanics 
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of his scheme. Mr. Hoover promised that if Congress did 
not enact legislation in the winter session after election, 
he would call a special session to provide the legislation. 
The farmers! revolt did not materialize. McNary indorsed 
Hoover immediately; McMullen of Nebraska, who made the call 
for the farmers to march on Kansas City, indorsed him later 
in the campaign. Others followed their example. 

There can be no doubt that Government policy con- 
tributed substantial assistance. Prior to 1913 United States 
agricultural policy was focused upon the problems of produc- 
tion. In that year a new departure was inaugurated which 
for the first time placed systematic emphasis upon the prob- 
lems of marketing. The practical application of the com- 
bined program was carried to the farmer through the co- 
operative extension service established under an act of 1914 
(utilizing the State agricultural colleges, the county agents 
and the farm bureaus), and the marketing and rural organiza- 
tion created in 1903. The ideal was to provide the facilities 
for maintaining a stabilized agriculture and rural life. 
Using these as a foundation, agriculture was in process of 
transformation. Partisan politics had little to do with the 
achievement. The Wilson, Harding, and Coolidge administra- 
tions each contributed a share. A large part of the new pro- 


gram did not come from administrative initiative. Some 
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measures were forced upon the administration by the bi- 
partisan farm bloc. In mich of the administration policy, 
support in Congress was drawn from both parties. It was 
difficult for either party to make political capital out 


of agricultural policy. ‘t) 


Agricultural Marketing Act 


The actual line of development of our agricultural 
policy moved through the Agricultural Marketing Act to the 
ereation of a Federal Farm Board. The three purposes of the 
-Agricultural Marketing Act, passed in 1929, were as follows: 
1. to promote the greatest possible economy and efficiency 
in the system by which the products of agriculture are dis- 
tributed in domestic and foreign markets; 2. to assure that 
the benefits of such market reform shall go to the farmer- 
producer and that each such producer shall receive his equit- 
able share of the net price; and 5. to provide a central 
board of strategy consisting of eopusacevareece of the na- 
tion's agriculture, who, with an elaborate investigational 
and advisory staff, shall contribute their leadership to the 
underlying agricultural organizations in a comprehensive 


plan of economic rationalization. 


Purpose 
As the Agricultural Marketing Act states, the cen- 


tral purpose of this novel departure within the structure 
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of our Government was to work out a plan of orderly pro- 
Guetion-for the agricultural industry and of orderly mar- 
keting of the commodities thus produced. ‘2) 

The disapproval of this measure is found in a 
pamphlet issued by the Chamber of Commerce of the United 
States in May, 19350. 

"The legislation which was enacted in June, 1929, 
was in contravention of the Chamber proposals in its pro- 
vision of new credit facilities in the form of large sums 
of money from the public treasury to be used under the Act 


as the farm board might decide." (2) 


Federal Farm Board 

The Farm Board was empowered to lend large sums, 
but declared that such loans will be made only to organ- 
ized groups. In other words, the farmers were to be induced 
to unite for mtual self-help and were to be instructed to 
better business practices. Permanent farm relief rather 
than temporary palliatives was the purpose of the plan, (3) 
The administration of the bill was vested in a Federal Farm 
Board, which consisted of the Secretary of Agriculture and 
twelve members to be appointed by the President and the 


Senate (sec. 4). Section 5 of the bill provided for six- 


(1) The Annals of the American Academy of Political and Social 
Seience, (Philadelphia, 19354), p. 48 ‘ae 
(2) Chamber of Commerce of the United States, Fhe Agricultural 
Marketing Act, Washington, (May, 1930), p. 79 
(3) Bogart, Ernest L., Economic History of the American People, 
(New York, 1931), p. 532 
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year terms, the terms of four of the members expiring every 
two years; fixed the method of filling vacancies; required 
the vote of the majority of the appointed members in office 
to the approval or authorization of any matter by the board; 
and fixed the salary at $10,000 per annum. 

Section 6 vested in the Board certain general pow- 
ers and imposed certain duties, such as the meeting of the 
board at the call of the Secretary of Agriculture, the chair- 
man, or a majority of the members, and securing and dissemin- 
ating information. ‘1) 

The Board was given definite powers and duties 
to assist all producers of agricultural commodities in their 
work for orderly marketing, whether producers of "basic 
agricultural commodities" (wheat, cotton, corn, butter, 
cattle, and swine) or producers of other agricultural commodities. 

In the case of basic agricultural commodities the 
operations of the Board would be through contracts with co- 
operative agencies, created by the producers themselves, or 
with processors of the commodity, or with other agencies if 
there was no cooperative association capable of carrying out 
the agreements. The Board could not enter into the contracts, 


however, until after it had found that certain specified 


(1) Wilson, H. W., The Reference Shelf, (New York, 1927), 
p. 1357 
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conditions existed. In the case of cotton, it mst find 
that there existed or was likely to exist a surplus above 

the requirements for orderly marketing and that the co- 
operative associations or other organizations representing 
the producers thereof were in favor of the Board's taking 
a hand. 

After the finding of the necessary facts, the 
Board would assist in removing or withholding the surplus 
by entering into agreements under which the Board would un- 
dertake to pay, out of the equalization fund for the par- 
ticular commodity, the losses, cost, and charges involved 
in the purchase, withholding, and selling of the commodity 
or any food product thereof. Advances might be made out of 
the equalization fund for these purposes. The profits would 
accrue to the equalization fund for these purposes. 

The Board was also authorized to make loans to 
cooperative eséceiainenn of agricultural products not in- 
cluded within the list of basic agricultural commodities, 
for the purpose of assisting them in controlling the surplus 
of their commodity, or for the purpose of assisting them in 
the purchase and construction of the facilities to be used 
in the storage or processing of the commodity. 

In order to finance its operations on basic agri- 


cultural commodities, the bill provided for the payment of 


=~ G0fve i. Soom: one 
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an equalization fee upon the processing or first sale (as 
the Board might determine) of the commodity, so that the 
producers of the commodity might eventually finance their 
own stabilization program, An equalization fund for each 
commodity would be established, and the fees on that com- 


modity would be placed in the proper equalization fund. 1) 


Federal Farm Advisory Council 

In order to give the producers themselves a direct 
voice in the administration of the law and to impose res- 
ponsibility upon them, Section 2 of the bill established the 
Federal Farm Advisory Council, composed of four members from 
each of the twelve Federal Land Bank districts. The members 
would be elected annually by the bona fide farm organizations 
and cooperative associations, and would serve without com- 
pensation, except that they might be paid a $20 per diem 
compensation, while attending meetings of the Council. 

Section 3 prescribed the duties of the council, and 
provided for the nomination to the President of three indi- 
viduals from each of the twelve Federal Land Bank districts 
for appointment to the Board (nominees from each district 
to be selected by the council members from the district), 
nominations to fill vacancies, annual meetings, and special 


meetings on majority petition, 2) 


(1) Wilson, H. W., The Reference Shelf, (New York, 1927), 
CS Sn ea. a 
f2) Ipid, p. 136 | 
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Revolving Fund 

The bill provided for a revolving fund of 
$375,000,000. Of this sum $100,000,000 was set aside for 
cotton; $250,000,000 for the other basic agricultural com- 
modities; and %25,000,000 for loans to cooperative asso- 
ciations handling other agricultural products, for the 


(1) 


purchase of warehousing or processing facilities. 


Contribution of the Harding-Coolidge-Hoover Era 

When an appraisal is made of the contribution of 
the Harding-Coolidge-Hoover era to agricultural policy in 
this country, there was little to be found of a permanent 
nature. While big business had achieved a mch larger mea- 
sure of respectability since the days of Mark Hanna, never- 
theless it was not even at that time more completely in 
control of the reins of Government than during the twelve- 
year period under consideration. Profession of interest 
was made in the solution of the difficulties of ite farmer, 
but only as little was done as was necessary to placate the 
growing dissatisfaction among this large element of our 
population. It was stupid, even from the standpoint of our 
industrial barons, to crush out the buying power of the farm- 
ing classes, constituting a third of our people. One ana- 
lyst of what took place during these years describes it as 


follows: 


(1) Wilson, H., W., The Reference Shelf, (New York, 1927) 
B% 220 

















i | ’ Je are ek 
a - f ~ (eae aeey 


c 
to biti’ ativioyor a «ok bebivetg {ltd ent a 
OL obied Yves daw O00 060 .0OOLR mas eked 30 .000 000, evEee 


id . ‘ oe wpe. 0 4 

-wtom Lemar Lwoeltge otead veriro of? s6% 000 .000 .OG88’ ent tes 
-oase ovivegsqooo o¢ enact tot 000,000 .6so has rpeltibem 
ent “o't sevouborg Letutivoteas gedso notions eaotisto 


eee eee eee $ ; 

é <8at3 2.5 fost setae ‘TO antlagodensw Lo ea, ' 
; Ax: teyook ~epalloo)-gatBagh sit To doi dud tid a6 ; if 
f 4 to frofdiutivinoo odt to efhom el Iesteuqga as sedh © wire 4 
F : “ak yotlod faarileotins of ave xovootnegbhtood -jatbaat ene 
i trensmtec 6 ‘to Aasot sd dd eistil enw eves?  Cttnweo ands ; 
| -hom teontal clon a hevelvioe bat seenkeud aid oLnal ae 
oven ,smecat tal ko sents odd eonte Céilldstooqast to ead = 
ni vieteiamos stom smid¢ tacts ta neve don nsw gt aeoteds 
re 
wav font ent anLeth matt drameyed te enter et Yo - fomtaos. 
: ; daevednt Yo cothee'tor® .1oliareblenos tober bol Hey 
| ,~womtat eit to sets icc hr tt?h edd to nolvutos end at oben Baw 
, | edt sisoala Ov Ytsersoon Yaw es enob, caw eftdtr és —— 
i myo to txemels ext a eid _wons stat rooteidasntb 3 
7 “60 to dautochmede aat mont neve hy eaw tat 
¥ 


i” iron 


aod 


wntat att to vewde mabred oct desk ‘deeris. ot amie oe 


208 ond  .sfanet «ro Yo’ Sata a bi fbud tbanoe pair 


i am 


ee ee RE Sle re — a pee 





(VEEL tae 'waw) (Thoms 93 





- 106 - 


"In the years of post-war prosperity, when our 
annual rate of population gain was declining, we neverthe- 
less doubled our production of goods per person as com- 
pared with the years immediately before the war. But the 
rate of gain for ‘durable goods! was twice that of the rate 
of gain for the kind of goods that people use personally, 
called 'consumers' goods.'! No matter how mich people strove 
to ‘keep up with the Joneses!, their consumption of the kind 
of goods like food, clothes, and shoes, which they previously 
had been fairly well supplied with, could not advance as 
rapidly as the output of things like automobiles which they 
had not had before on a general scale, or of things like 
highways and new high schools, to which there is no definite 
limit of usefulness or improvement. 

"This movement of money and men into new indus- 
tries, which the greater output of ‘durable goods! partly 
reflected, was bound to be checked. The high profits from 
which came much of the money for the ‘durable goods! placed 
in new plants and industries were partly a result of the 
failure of wages, prices to farmers, and prices to raw ma- 
terial producers, to advance in equal step with profits. 
That gradually cut down the buying power of large numbers of 
consumers. At the same time, the new industries thus es- 
tablished fought with the old for the consumers! dollars. 


The profits made in new industrial plants and new industries 
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reduced the value of older plants and industries; and we 
heard much of 'profitless prosperity' and of the 'folly 
of over-expansion'. 

"These results brought into play pressure from 
all the financial interests and institutions which had 
money invested in older plants or industries, and to check 
the replacement of obsolete plants and machinery. Profits 
were, therefore, diverted from creation of new labor pay- 
rolls and from purchases of materials from farm, forest, 
mine, and quarry to speculation in stocks, the financing of 
mergers and combinations, the piling up of 'surpluses,! 
and other activities that took money and purchasing power 
away from industries and industrial workers. Profits were 
diverted into merely financial uses, in which vast sums of 
money and huge quantities of credit were used with the em- 
ployment of very few men and women--creating a minimum of 
buying power for goods and services. 

"Expansion was checked, buying power fell, and the 
usual scenes of a eee adan were enacted on a scale made 
all the greater by the immensity and intensity of the in- 
dustrial advance which had preceded it.” 

The steps actually taken to improve the condition 
of the farmer largely centered in the elevation of tariffs 


to protect the home market and unfortunately to reduce the 
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foreign market for agricultural products, incidentally 
widely fostering similar tariff walls among the nations 
throughout the world. There resulted the improvement to 
a certain extent of this intermediate credit problem, but 
the benefits of this, due to the machinery set up, ac- 
crued largely to the Coorwrative Marketing Associations 
functioning for only a relatively small proportion of co- 
operative marketing. 

In its dying days, on December 7, 1932, the Fed- 
eral Farm Board in a special report recommended legislation 
looking toward the modification of the stabilization sec- 
tions of the Agricultural Marketing Act "so as to provide 
some means of elevating the returns to farmers from the 
production of expa@ table farm products, in such a way as 
(a) to pay the costs, if any, on a continuous and self- 
sustaining basis, and (b) to provide an effective system 
for regulating acreage or quantities sold, or both." This 
they reasoned would provide a means of working toward in- 
come elevation as an alternative to the mere price stabiliz- 
‘ation which the act authorized. Also, the reports of the 
Business Men's Commission on Agriculture and of the special 
committee of the Association of the Land-Grant Colleges and 
Universities revealed more of a disposition to recognize the 


maladjustment in agriculture and to get to the bottom of it 
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as to causes, upon such a basis constructing a program to 
restore its equality with industry. Unfortunately, the 
elements of specificity and practicality were too largely 
lacking in much of what was recommended and undertaken. 

The support of farmers! organizations with respect to the 
various plans proposed was much divided in the days of the 
recent Republican leadership; and futility, to a degree fa- 
tal to the continuance in power, characterized its efforts 
to initiate a comprehensive program for the restoration of 
agriculture. 

One of the most wholesome of the developments 
taking place during the Harding-Coolidge-Hoover regime was 
the marked improvement of the crop and livestock reporting 
service which laid the basis for the agricultural outlook 
reports, the first of which was published in April, 1923. 
"Once a year, all of the forces in the Department of Agri- 
culture are mobilized around the one question of determining 
as nearly as is possible, on the basis of existing informa- 
tion and analyses, what the present condition is with res- 
pect to production, consumptimand prices of the farm pro- 
ducts, what developments are under way with respect to all 
of these, and what adjustments the producers should make in 
order to meet these impending developments. A careful analy- 


sis is also made of the general agricultural and economic 
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situation as it affects agriculture as a whole. Special 
emphasis is placed upon presenting the pertinent facts in 
such a way that individual farmers can make whatever in- 
terpretation of them they wish; but a certain amount of 
actual recommending of production programs is undertaken. 
The aim on making such recommendations is to be extremely 
safe and conservative." In more recent years, these out- 
look rep@ ts have been prepared by regions and also by in- 
dividual states, and made widely available as guides to 
the operations of the individual farmers. These data were 
carefully developed and characterized by a great degree of 
precision, but in an era of laissez faire they were but 
feebly applied, and had relatively feeble results in ef- 
fecting concerted activity among the six million and more 
farmers in the United States, each working for what seemed 
his own interest with an almost total disregard of the fact 
that the collective interest in such matters, as a rule, 


also best serves the individual interest. (1) 





(1) Gee, Wilson, American Farm Policy, (New York, 1934), 
pp. 39-46 
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Attitude of Franklin D. Roosevelt 

In his campaign speeches during the summer and 
fall of 1932 for the presidency of the United States, 
Governor Franklin D. Roosevelt of New York said among other 
things in relation to the agricultural impasse which had 
developed; "We have poverty and want in the midst of abun- 
dance. With incomparable natural wealth within the reach 
of these progressive farmers they struggle with poverty 
and unbelievably hard times. They try to hold their farms 
under conditions produced by corn, hogs, cotton, wool, cat- 
tle and wheat selling on the farm at prices as low or lower 
than at any time in the history of the United States..... 
There are six and one-half million families to whom this 
deepening shadow is a grim reality.....But let us not stop 
at our six and one-half million farm families. Let us re- 
member that fifty million men, women and children within 
our borders are directly and immediately concerned with the 
present and the future of agriculture.....Our economic life 
is a seamless web.....lhis nation cannot endure if it is 
half ‘boom! and half 'broke!'!.....We must have, I assert with 
all possible emphasis, national planning in agriculture..... 
On my part I suggest the following permanent measures: 
First--I would reorganize the United States Department of 


Agriculture looking toward the administrative machinery 
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needed to eatia's program of national planning..... 
Second--I favor a definite policy looking to the planned 
use of the land.....A third process of permanent relief for 
agriculture can come through Beene! leadership in the 
Reduction and more equitable distribution of taxes..... 
there is the necessity for the refinancing of farm mort- 
Beges in order to relieve the burden of excessive interest 
charges and the grim threat of foreclosure.....The second 
immediate Pade sshty is to provide a means of bringing about, 
through governmental effort, a substantial reduction in the 
difference between the prices of the things the farmer sells 
and the things he buys. One way of attacking this disparity 
is by restoring international trade through tariff readjust- 
Mats. |. .Suppart for the trial of some plan to put the 
tariff into effect seems to be found everywhere except in 
the administration at Washington.....It says, in substance, 
that since a perfect plan has not been developed, nothing 
ean be done.....~this negative, even hostile, position has 
included a disposition on the part of the administration to 
set proponents of one plan off against another; the apparent 
object being to create a situation in which it is possible 
for administration leadership to say, ‘How can we do any- 
thing for agriculture when it is not agreed within itself 


as to what it wants to do?! It will be my purpose, my 
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friends, to compose the conflicting elements of these 
various plans, to gather the benefit of the long study 

and consideration of them; to coordinate efforts to the 

end that agreement may be reached upon the details of a 
distinct policy, aimed at producing the result to which 

all these efforts and plans are directed--the restoration 
of agriculture to economic equality with other industries 
within the United States. I seek to give to the portion of 
the crop consumed in the United States a benefit equivalent 
to a tariff sufficient to give your farmers an adequate 
price.....in determining the details necessary to the solu- 
tion of so vast a problem it goes without saying that many 


minds mist meet and many persons mst work together." (1) 


Agricultural Adjustment Act 
Upon his inauguration, March 4, 1935, President 


Roosevelt lost no time in assembling the new Congress and 
putting it to work upon his program of national recovery, 
popularly known as the "New Deal". The agricultural part 
of this program was provided for in the Agricultural Ad- 
justment Act which was approved by the President on May 12, 
1933. This measure was composed of three parts: (1) that 
granting authority to the President, through the Secretary 


of Agriculture to take measures to increase agricultural 


(1) Gee. Wilson, American Farm Policy, (New York, 1934), 
pp. 47-50 
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purchasing power by means of raising farm income; (2) another 
empowering the Farm Credit Administration to take steps toward 
lightening the load of farm mortgages; and (3) the granting 

of certain unusual powers to the President with regard to the 
national currency and credit. ‘+) 

Authority was found in the Act of the 73rd Con- 
gress, approved by the President on May 12, 1935. Extended 
powers were subsequently bestowed in a series of eleven acts 
of Congress, three Congressional resolutions, and the National 
Industrial Recovery Act, amplified by five executive orders. 

The purpose of the AAA was to promote national 
economic recovery by restoring the purchasing power of Ameri- 
can farmers to the general level it occupied in the five 
years preceding the World War--1909 to 1914--and to seek a 
balance between production and demand through production- 
adjustment programs, marketing agreements, and the removal 
of burdensome and price-depressing ease 

It was provided to avoid conflicts in the adminis- 
tration of the Agricultural Adjustment Act and the Industrial 
Recovery Act by vesting in the President authority to dele- 


gate any of his functions and power under the Industrial 


Recovery Act with respect to trades, industries or subdivisions 





(1) Gee, Wilson, American Farm Policy, (New York, 1934), 
Pe 5O 
(2) Carroll, Raymond, New Deal Annex to Government, Saturday 
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thereof engaged in the handling of agricultural products 
to the Secretary of Agriculture, ‘1) 
In order to make possible this adjustment of pro- 
duction, the Act in Section 8 empowers the Secretary of 
Agriculture: "To provide for reduction in the acreage or 
reduction in the production for market, or both, of any 
basic agricultural commodity, through agreements with pro- 
ducers or by other voluntary methods, and to provide for 
rental or benefit payments in connection therewith or upon 
that part of any basic agricultural commodity required for 
domestic consumption (essentially the voluntary domestic 
allotment idea), in such amount as the Secretary deemed fair 
and reasonable, to be paid out of any moneys available for 
such payments." Flexibility in the application of the pro- 
visions of the Act was provided through power given to the 
Secretary to issue or abrogate regulations for enforcement, 
subject only to the approval of the President. The basic 
agricultural commodities listed in the measure were wheat, 
cotton, corn, hogs, rice, tobacco, and milk and its products. 
All such reductions in acreage or in production for market 
must be effected through arrangements that are voluntary on 
the part of the farmer--no power was provided in the Act to 


order such reductions. 


(1) Chamber of Commerce of the United States, Agricultural 
Adjustment Administration, Farm Credit Administration, 
(June, 1933), p. 3 
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Choice of methods for determining and making 
compensation payments for adjustment of production was 
largely within the discretion of the Secretary of Agri- 
culture. He may lease land in large areas, by States or 
regions or from individual farm owners, and retire it from 
the production of any crop. The power of saying what use 
may be made of land so withdrawn was his, and he could pre- 
scribe whether it was to be applied to producing crops 
that do not compete with other commodities of a surplus 
nature, or whether it must be devoted to soil-improving or 
erosion-preventing crops. "The Secretary may yet, under 
the Act, determine what proportion of the total acreage of 
a given crop he would lease or he may yet decide to desig- 
nate and lease certain fields on an individual farm. Other- 
wise the tendency would be to lease and withdraw from pro- 
duction only the poorer or submarginal lands. It was also 
within the discretion of the Secretary of Agriculture to 
offer compensation in the form of benefit payments for re- 
ducing the amount of a commodity that was sent to market, 
instead of leasing land and withdrawing it from production." 
Numerous modifications and combinations of these two methods 
have been made in the actual administration of the measure 
in connection with campaigns for the decrease of production 


in cotton, wheat, tobacco, corn and pork. 
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The funds for the payment of such benefits for 
the reducing of production according to these two methods, 
or a combination of them, were in general secured from pro- 
cessing taxes. These were in the nature of an excise tax 
paid by the manufacturers on the first domestic process- 
ing of the basic commodity on which it is levied. These 
taxes were collected by the Bureau of Internal Revenue and 
turned over to the United States Treasury from which deposi- 
tory such funds may be drawn by the Secretary of Agriculture. 
The limit of this processing tax was "the difference between 
the current average farm price for that commodity and its 
‘parity price'--that is, the price which it would have to 
bring in order to have the same purchasing power in terms 
of manufactured goods that farmers buy that it had in the 
five years before the World War." Thus this maximum tax 
was postulated upon the objective of elevating farm prices 
to the pre-war varity purchasing basis. This "does not 
necessarily mean that prices, in dollars, of farm products 
would be the same as they were before the War, but it meant 
that farmers selling the same volume of farm goods would be 
able to buy, with their returns, the same volume of manu- 
factured goods that they were able to buy in 1909-1914. 

The Act also made provision for marketing agree- 


ments among associationsof producers, processors, and 
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distributors of any agricultural commodity (not merely the 
ones designated as basic) or its products in interstate 
or foreign commerce. Such agreements were not to be con- 
sidered as violations of the Anti-Trust Laws. This phase 
of the Act was especially applicable to such a commodity 
as milk where a large number of trade agreements have been 
made in different sections of the nation with the objective 
in view of stabilizing the fluid-milk markets of the areas 
concerned so as to assure adequate returns to producers and 
to provide reliable supplies to consumers at reasonable 
prices. The powers granted to the Secretary of Agriculture 
in this part of the Act were broad, and authority was given 
him to include in such agreements nearly any requirements 
necessary to the achievement of the purposes of the measure. 
Moreover, the law had teeth in it. Through li- 
censes granted to processors, with the power of revocation 
in cases of violation, it was within the authority of the 
Secretary of Agriculture to shut down the plant of a manu- 
facturer whose activities did not conform to the terms of 
the measure. ‘1? 
Farm income rose from around $5,300,000,000 in 


1932 to $7,300,000,000 in 1934.'2) For the year 1935 the 


(1) Gee, Wilson, American Farm Policy,(New York, 1934), 
ppe 50-55 
(2) American Observer, January 13, 1936 
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administrative costs were estimated at about $35,000,000 
py the AAA officials. ‘1) 

| But the question arose as to whether the AAA was 
constitutional. Whether it helped the farmers or not, it 
was understood it could not stand unless it was in conform- 
ity with the highest law of the land. Congress, of course, 
has not the power to do anything which the Constitution 
does not say it may do. We find that Congress has power 
to borrow money, to regulate commerce, to establish a uni- 
form rule of naturalization, to establish post offices and 
post roads, and to do a number of other things. The Con- 
stitution does not say explicitly that Congress shall have 
power to control or regulate production on the farms. 

Those who supportaithe AAA turned to the very 
first clause in Section 8 of the Constitution and read that 
"the Congress shall have power: to lay and collect taxes, 
duties, imposts, and excises to pay the debts and provide 
for the common defense and general welfare of the United 
States." 

The dispute as to whether Congress had the power 
to do this finally went to the Supreme Court and it handed 
down its decision in 1936. By a vote of six to three it 


decided that, under the power to tax for the general welfare, 
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Evening Post, July 27, 19355, p. 26 
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Congress could not collect money which was to be used to 
induce farmers to curtail their output. The AAA was, 
therefore, declared unconstitutional. 

This very important decision, held by some to 
be the most important judicial act since the Civil War, 
was gratifying to those who think that Congress should not 
regulate industry, legislate concerning prices or produc- 
tion, fix minimum wage laws and hours of labor, and assume 
control of the national industry in other ways. The de- 
cision came as a great shock to those who believe that the 
states are unable to deal with nation-wide industrial prob- 
lems and that congressional action is necessary under modern 


industrial conditions. (1) . 


Organization of the Farm Credit Administration 
All the Federal agencies and functions dealing 
with agricultural credit were consolidated into one organiza- 
tion--the Farm Credit Administration--by the President's 
Executive Order effective May 27, 1955. This new organiza- 
tion is headed by a governor and two deputy Es 
The Governor of the Farm Credit Administration 


is directly responsible to the President and is vested with 


all the powers, authority, and duties of the officers, 


(1) American Observer, (January 13, 1936) 

(2) Agricultural Financing Through the Farm Credit Adminis- 
tration, Chamber of Commerce of the 
United States, Circular, (March, 
1934), p. 3 
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executive agencies, and heads thereof transferred into the 
Farm Credit Administration or relating to the functions so 
transferred. On May 27, Henry Morgenthau, Jr., assumed 
the office of Governor of the Farm Credit Administration 
and on November 17 he was succeeded by W. I. uyers, ‘1) 
The four commissioners directly responsible to 
the Governor are in charge of supervising various activi- 
ties, as follows: 

dis The Land Bank Commissioner is in charge of Com- 
missioner's loans and responsible for the supervision of 
the Federal Land Banks, National Farm Loan Associations, 
and Joint-Stock Land Banks. 

Ze The Intermediate Credit Commissioner is responsible 
for the supervision of the twelve Federal Intermediate Credit 
Banks. 

Se The Production Credit Commissioner is responsible 
for the supervision of production credit associations and 
the twelve production credit corporations provided for under 
the Farm Credit Act of 1933. 

4. The Cooperative Bank Commissioner is in charge of 
the Central Bank for Cooperatives located at Washington, D.C., 
and is responsible for the supervision of the twelve region- 
al banks for cooperatives provided for under the Farm Credit 


Act of 1933. 





(1) The First Annual Report of the Farm aos Administra- 
tion in 1933 (Washington, 1934), 


, 
7 


























5 a i 

ot otmt bewretedayt toetent ebead hae .2etonegs ovbdinetie 

oe enolsonm) of3 ot mattelor to aottertetatmbA atihew mel 

DOMUEED ¢.%l euadineytoM pinot .vS yelbonO —. berretenedd 

nottardeinimbA dibes0! ret edd te tomtevod toesttto od? | 
(£7 -2%ovM «<i .Y wd bebecsors sow ed VI ode volt 10 edea 

oc oldisnogeset yitoe=tbh aascotesiamos snot ent LAI a wy y, 

-tyttoe exolrey ante lvaoqse 7 egtsdea rivets orrsev08 | od } 
sewollot aa “eott 

-m00 ‘to epitao of et yomoloeiemoD verge baal edT  ~f-Sse5 . 

to mofetvreauea add rot oldtenoqeet bes ansol a! renotes. tm | 
<anofisloosed mpol mie Lanolte ,exned aint abate 


-alaed Baad atoote~tatot ‘bas ‘ 
efdiemogees eat tenoleatomod tibexD adatbomredit eat es | 


siber) sfatbemretnl Lavebet eviews edt Yo noltetwreque edt tot 
| a Smee 

eldtanoqeet et tonolss tnmod ttbexd sri enelytcace hs ott é se & 
bas exotistoorsa tibero aoltouborq—to note tyroque it oa 


4 Ae 


coberss tot bobt vorg enoltaroqros dtbeto nottouboug eviews 


~CEeL to toa tibexd mat 9 


Ss ariihas me 
to eyrado mt ef senoteetnmod vars ‘outdateqaod oat? | ty 


re 0eG otgaldsal ta betsool sevidnreqood sor ried a a 
one ey 
-aotget eviews eft To nolelyreqme ortt ‘tot stdtanoqeer 


n r=, tA at 


tibet mrs ent tobay tot bebiyoar sevtdaneqods Bad 





Se ce 


Tit 


“aeiatetihh diem eae ov to a 


- 122 - 


Reorganizing Old Credit Agencies 

| Previous to the creation of the Farm Credit Ad- 
ministration, the Federal Land Banks, National Farm Loan 
Associations, Joint-Stock Land Banks, Federal Intermediate 
Credit Banks, and the Federal Farm Loan Bureau had been 
under the direction of the Farm Loan Board which was abol- 
ished by the President's Executive Order creating the Farm 


Credit Administration. 


Abolition of Farm Board Functions 

Through the President's Executive Order and the 
Farm Credits Act, not only the Farm Board, but many of its 
functions are abolished. Stabilization operations are abol- 
ished, as well as general economic investigations, and loans 
for extending the membership of cooperatives. Supplemental 
loans, i.e., loans "for enabling the cooperative associa- 
tions.....to advance to its members a greater share of the 
market price of the commodity delivered to the association 
than is practicable under other credit facilities", also are 
abolished. Most of the losses sustained by the Farm Board, 
aside from losses on stabilization operations, have been on 
this type of loan. The authorization to provide price in- 
surance and to make loans to cooperatives for the purpose of 
establishing clearing houses also is abolished. The remaining 


Farm Board functions are those of a lending agency. Service 
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to and promotion of cooperative marketing associations 
apparently are to be sharply curtailed. 

Through the Agricultural Credits Act of 1933, 
the lending functions to cooperatives, are put ona sounder 
being basis. The interest rate, which formerly has been 
.8s low as one-eighth of one per cent in some instances, is 
raised to between three and six per cent, or ona basis 
comparable to short-term commercial and private Wert odes 
loans. The President's Executive Order placed these credit 
organizations in the Farm Credit Administration. The twelve 
regional Agricultural Credit Corporations with their twenty- 
one branches, and the Crop Production Loan Office and the 
‘Seed Loan Office of the fe saeco of Agriculture, also were 
placed in the Administration. The Federal Farm Board was 
abolished but provision was made for continuing under the 
Farm Credit Administration its function of making loans to 
farmers! cooperative marketing and purchasing associations. 

The Farm Credit Act of 1933 provided for the estab- 
lishment of a permanent cooperative credit system to meet 
the production credit needs of agriculture. As the facili- 
ties of the system became available, the regional agricul- 
tural credit corporations ceased to make loans and their 
business was liquidated in an orderly manner. Seed and crop 
loans made through the Emergency Crop Loan offices of the 


Farm Credit Administration for the crop year 19354 were 
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liquidated gradually after the affairs of these offices were 


wound up. 


Regional Organizing for Economy 

The United States is divided into twelve Federal 
Land Bank districts. In each district there are now a 
Federal Land Bank and a Federal Intermediate Credit Bank. 
The Credit Act provides that a Production Credit Corporation 
and Bank for Cooperatives be established in each district. 
All four institutions are located in the same city and have 
the same directors, It is planned that eventually they will 
be housed in the same building. 

Although the three banks and the Production Credit 
Corporation have the same directors, each organization has | 
its own set of officers in charge of day-to-day operations. 
In order to coordinate the activities of the different 
eredit agencies and to set up machinery that will make it 
possible to avoid needless overlapping and duplication of 
effort and facilities, the directors of the four institutions 
in each district meet as a coordinating body known as the 
"Council of the Farm Credit Administration" of the district. 
An executive officer called the “General Agent", nominated 
by the district council, is responsible for carrying out 
the policies of the council and for coordinating the day- 


to-day activities of the different institutions. To avoid 
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unnecessary duplication of personnel and facilities, the 
legal, accounting, informational, statistical, and field 
activities of the Farm Credit Administration are placed 

under the supervision and direction of the General Agent. 

From the individual farmer's point of view, the 
centralization of administrative control with the conse- 
quent simplification of procedure for securing loans made 
for more effective and economical credit service than had 
ever been available to him in the past. The strengthening 
of existing institutions and the establishment of additional 
types of permanent lending agencies provided a complete 
credit system to finance agricultural enterprises. In par- 
ticular, the new machinery for providing production credit, 
giving access to the investment market through rediscount- 
ing with the Federal Intermediate Credit Banks, is important 
in view of the lack of adequate commercial banking facili- 
ties in many ruralareas. 

The Emergency Farm Mortgage Act of 1933 enabled 
the Federal Land Banks to accommodate many borrowers whom 
they previously could not serve. In addition to this ex- 
pansion of the lending activities of the Federal Land Banks, 
the Emergency Farm Mortgage Act made available to the Land 
Bank Commissioner a fund of $200,000,000 for the purpose of 


making emergency mortgage loans to farmers. Although these 
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latter loans are administered by the Land Banks as agents 
of the Land Bank Commissioner, the notes and mortgages 
evidencing these loans form no part of the assets of the 
banks and are not pledged as security for Federal Farm 
Loan ponas. ‘2) 
Federal Land Banks 

The twelve Federal Land Banks established in 1917 
under the authority of the Federal Farm Loan Act are per- 
manent institutions designed to provide long-term mortgage 
credit for agriculture at rates of interest in keeping with 
the cost of borrowed funds and a margin to cover operating 
expenses. Loans by the Federal Land Banks may be made only 
on the security of first mortgages on farm land, and are 
limited by law to fifty per cent of the appraised value of 
the land mortgages, plus twenty per cent of the appraised 
value of the permanent insured improvements. In no event 
may loans to any one borrower exceed a maximum of $50,000. 
Funds for the lending operations of the banks are derived 
chiefly from the sale of farm loan ponds, (2) 

The Emergency Farm Mortgage Act of May 12, 1933 
greatly increased the capacity of the Federal Land Banks 


to meet the farm-mortgage credit needs of farmers. Provision 


(1) Agricultural Financing Throu the Farm Credit Administra- 
tion,Circular 5, (March, Loaty, pp. 3-7 


(2) Second Annual Report of Farm Credit Administration 1934, 
(Washington, 1935), p. 10 
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was also made fon long-term farm loans by the Land Bank 
Commissioner. Included among the important features of 
this legislation are the following: 
1. Interest rates are temporarily reduced 
on-- 
(a) Outstanding Federal Land Bank loans; 
(b) New loans made by Federal Land Banks 
before May 12, 19355. 
2e No payment on principal was to be re- 
quired by a Federal Land Bank for a period 
ef five years from;July 11, 1955, if the 
borrower were not in default as to any other 
provision of his mortgage. 
Se Federal Land Banks may make direct loans 
in territories where there are no national 
farm loan associations through which appli- 
cations may be accepted. 
4, The Land Bank Commissioner may make farm- 
mortgage loans, separate and distinct from 
Federal Land Bank loans. In making these 
loans the Commissioner uses the facilities of 


the Federal Land Banks. 
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Federal Farm Mortgage Corporation Bonds 

Federal Farm Mortgage Corporation Bonds are: 

(1) Fully and unconditionally guaranteed as to both prin- 
cipal and interest by the United States Government. (2) As 
readily marketable as United States Government bonds, 

(3) Lawful investments, and may be accepted as security 

for all fiduciary, trust, and public funds of which the 
deposit or investment is under the authority or control of 
the Government. (4) Lawful security for fifteen-day bor- 
rowings by member banks of the Federal Reserve System. 

(5) Exempt from all Federal, State, municipal, and local 
taxation (except surtaxes, and estate, inheritance, and gift 
taxes). (6) Bear interest rates to provide the investor 
with returns comparable to those received on United States 
Government long-term bonds. (7) Issued in denominations of 
$100, $500, $1,000, $5,000, and $10,000. 

Loans may be made up to $50,000 and for no less 
than $100 to any one individual, but preference is given to 
loans of less than $10,000. Loans from $25,000 to $50,000 
may be made only with the approvel of the Land Bank Comnis- 
sioner. No loan can exceed fifty per cent of the appraised 
normal value of the land mortgaged and twenty per cent of 
the appraised value of the permanent, insured improvements 


thereon. 
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Loans may be made for the following purposes: 
(a) To provide for the purchase of 
land for agricultural uses; 

(bo) To provide for the purchase of 
equipment, fertilizers, and livestock 
necessary for the proper and reasonable 
operation of the mortgaged farm; 

(ec) To provide buildings,: and for the 
improvement of the farm land; 

(ad) To liquidate indebtedness of the 
owner of the land mortgaged incurred 
for agricultural purposes, or incurred 
to January 1, 1935; and 

(e) To provide the owner of the land 
mortgaged with funds for general agri- 


cultural uses. 


Loans through National Farm Loan Associations 

Federal Land Bank loans in the continental United 
States are made through, and with the indorsement of, Nation- 
al Farm Loan Associations, wherever naseetnetces are in 
existence through which applications may be received by a 
Federal Land Bank. These associations are cooperative credit 
corporations which are chartered under the Federal Farm Loan 


Act and operate under the supervision and regulation of the 
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Farm Credit Administration through the Land Bank Commis- 
sioner. The membership of each association is restricted 
to farmers who are borrowers from the Federal Land Bank, 
and no other persons are eligible as shareholders. The 
farmer-borrower who obtains a loan from a Federal Land 
Bank through a National Farm Loan Association purehases 
stock in the association in the amount of five per cent of 
his loan. The amount necessary to pay for such stock may 
be included in the face amount of the loans obtained from 
the Federal Land Bank. Each stockholder in the association 
is equally and ratably responsible for all contracts, debts, 
and engagements of the association entered into prior to 
June 16, 1955, up to an amount equal to the par value of the 
member's stock, in addition to the amount paid in and repre- 
sented by the individual's share. A recent amendment to 
the Federal Farm Loan Act eliminates this double liability 
of association members on debts of the association entered 
into after June 16, 1933. 

The National Farm Loan Association endorses and 
becomes liable for the loan made to each of its members. 
The stock subscribed by members is pledged with the associa- 
tion as collateral security to the loans endorsed by the 
association. The association in turn subscribes to an equal 
amount of stock in the Federal Land Bank, which stock is 


held by the bank as collateral. 
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When the borrower pays his loan in full, the 
bank retires its stock which was subscribed for by the 
association at the time the loan was made. If the associa- 
tion has met its obligations currently, the bank remits the 
proceeds of this stock to the association in cash. In such 
case, the borrower's stock in the association also is re- 
tired and the proceeds thereof paid to him or credited on 
his indebtedness, if any, to the association, If, on the 
other hand, the association 1as not met its obligations 
currently, it may be necessary for the bank to withhold 
all or a portion of the proceeds of its stock and apply the 
same as a credit on the association's indebtedness. The 
association retires its stock owned by the borrower at its 
value at the time the loan is paid ore, ‘1) 

Secretary-treasurers of National Farm Loan asso- 
ciations in most localities handle applications for both 
Land Bank and Commissioner's loans. In other localities 
correspondents have been appointed whow ill handle applica- 
tions for both loans. The name of the correspondent or the 
secretary-treasurer in your commnity may be obtained from 
officers of local banks or the county agricultural agent. 
If unable to locate the secretary or the correspondent, 
write directly to the Land Bank for information. 


ee 


(1) Farm Credit Administration, Federal Land Bank Loans 
and Land Bank Commissioner's Loans, Circular 1, 


(Washington, 1954). pp. 3-7 
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Until arrangements have been made to handle the 
great volume of applications that have been received since 
the enactment of the Emergency Farm Mortgage Act, eoaetaae. 
able time will ordinarily elapse from the time a farmer 
makes his application for a loan until the farm is appraised, 
Be application is considered by the bank's officers, the 
legal papers are filed in the county recorder's office and 
the money is paid to the applicant. The Land Banks and 
Commissioner's agents are continuing to give preference to 
loans of an emergency character and have notified their 
local correspondents, secretaries of National ace Loan 
Associations, and others, to give special attention to appli- 
cations of farmers whose financial condition requires urgent 
action. (1) 

Prior to June.16, 19535, the. Federal Farm Loan Act 
provided that each eae oddac should be individually respon- 
sible for all contracts, debts, and engagements of his 
association to.the extent of the par value of his stock in 
addition to the amount paid in and eon by his» shares. 
An amendment of June 16, 1935, provided that a shareholder 
in a National Farm Loan Association should not be held indi- 
vidually responsible, to the extent originally provided, for 
all contracts, debts, and engagements entered into on or before 


gune 16, 19353. 








(1) Agricultural Financing through the Farm Credit Administra- 
tion, Farm Credit Administration Circular No. 5, 
(Washington, 1934), pp. 15-18 
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The association indorsed and became liable for 
the payment of all mortgages given by its members to se- 
cure loans obtained from the Federal Land Bank, and the 
association subscribed to capital stock in the bank in an 
amount equal to the stock subscribed by its members. The 
borrower's stock was held by the association as collateral 
security against loss as indorser of the loans; and the 
stock of the Federal Land Bank subscribed by the association 
was pledged with the Bank as collateral for the association's 


(1) 


indorsement. 


Direct Loans by Federal Land Banks 

In localities where there are no local National 
Farm Loan Associations through which the Federal Land Bank 
is able to accept applications, the Bank may make direct 
loans to farmers. The borrower who obtains a direct loan 
must subscribe for capital stock in the bank in the amount 
of $5.00 for each $100.00 or fraction thereof borrowed. 
Upon the full payment of the loan, such’ stock, if still out- 
standing, will be cancelled at par, or, in the event that 
the stock has become impaired, at its estimated value as 
approved by the Land Bank Commissioner, and the proceeds 


thereof will be paid to the borrower. 





(1) The First Annual Report of the Farm Credit Administration 
in 1933 (Washington, 1934), p. 25 
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A farmer who obtains a direct loan may agree in 
his mortgage that he will unite with other such borrowers 
to form an association when there are ten or more borrow- 
ers who have obtained direct loans from the bank aggregat- 
ing not less than $20,000 and who reside in any locality 
which may, in the opinion of the Land Bank Commissioner, be 
conveniently covered by the charteof, and served by, a 
national farm loan association. After such an association 
is formed, the stock in the Federal Land Bank held by each 
of its members will be cancelled at par and the Bank will 
issue an equal amount of stock in the name of the associa- 
tion. This stock will be held by the bank as collateral 
security as in the case of stock subscribed by National Farm 
Loan Associations in connection with new loans. Upon the 
formation of the association it will issue to each member 
capital stock in the association in the amount equal to the 
amount of stock which he previously owned in the bank. 

Before the Federal Land Bank may make a loan, 
either through a National Farm Loan Association or direct, 
the farm offered as security must be appraised by a Land- 
Bank appraiser appointed by the Land Bank Commissioner. 

The basis of appraisal in all cases is the normal 
value of the land for agricultural purposes and its earning 


power for such purposes is a principal factor. Average prices 


a " 4 
a! PRE Leer be 
mf @es%,9 yam aol téenth ep anisido ody cemcat a 















PLOwOTLOe Cove temsvo dtiw o¢lmue Lifw ec dadtrepsadion ate 


-wortod O1om TO med evs oved? note gottetooese ae arot of 
~t 27 9tage Naad elf mock eoeol toentb henteddo ever odw 2% 
tiflsool yma mt ebtoes oswh bas 000,099 sett eset tomamt 
od, tonoleeinwmed anad bused eft to notatqo eng rk sree Sfbdeiwe My 


‘3 
8 .tc Bevis Sow i tolgedremae eat wd bewvevos beets |) 


noivelooses mu dove tedtA snéidetsosas neoL mre Aa 
ipse 40 bled Ane Seal Iscobe® edt of aooda, oct pomto® va 


iftiw xanem eft bas sec te beLleorse ad Iftw atecmcie agt "+6 
in hart ; | | q 

“Blocesa eid.'to aman orf mi Moote to Jerome Lanne ma egeat 
. ‘ as : a” os 
fasedaiion an amed edt ed Glet od I[Ltw woote ata? Anobe 


auiad Larotiall vd hed Etonic Yoote te e&po arid ab as Ytiuiooa, 
: ; 4< a 
ene moqU ,ansol wen ddlw coltoenaos at enoltatoosea stot 


 tsdnmem dors o¢ omnnt Ifip at HORUS EEO SEA. eitt to cht aeeto% 
Our . 


eit of Laype Jasomp ort ct nobtstooaas ould at xfoode C93 baa0 
wut al 
stirred edd of bBoerrwo ° Leuotverg wet io Bebe Moods to. dati s0 wif 


4 
y “a ‘ ay. : 


<286L 8 onae yvaor Weal boot Cae ton orf oroted ; *» 


5 ae 
sfOorlD to aofdealnorea neal wie fonotd alt 2 aie a ct: 


. 
Ana 
~baal #2 yt Sesltenunge 6d team vetamese an beredto’ wast : 
"é 
stototnetmmed Aned Dral sift yd betntoqga wselengas 2 2. 


Learton et ef edaeo fle ash featasgqea to. elesd ent ee he Me 


ty (Soe eae 
anintse ett bar seeogtre feusticolips: tol Hoel oxtd doves La 


soolaq ons teva togoat faghaning a et sosoctin, aborts 


e 
1 A re sag 
a . 


- 135 - 


of farm commodities during the five years from 1909 to 1914 
are used as a basis for determining normal values, allow- 
ance being made, of course, for increased taxes_and other 
costs and for any changes in the economic position of the 
commodities produced. An appraisal of the farm and any 
geaons’) property offered as security for a aan Com- 
missioner's loan may be made at the same time that an ap- 
praisal is made for a Land-Bank loan. 

Generally, loans by the banks are repayable in 
semi-annual installments, although in some Land-Bank dis- 
tricts loans are made on an annual-payment basis. In addi- 
tion to the interest due on the loan, a sum is added which, 
when applied to the principal, will amortize or pay off the 
loan and extinguish the debt of the ears as the period 
specified in the mortgage. For example, a semi-annual pay- 
ment of $30 will retire in thirty-six years a $1,000 loan 
bearing five per cent interest under the amortization plan 
which has been used generally by the banks. ‘These payments, 
aggregating $60 annually, not only pay the interest on the 
loan but also pay off the entire principal in thirty-six 
years. Loans are made also, in some instances, for shorter 
periods, usually twenty years. Such loans, of course, re- 
quire larger annual payments upon the principal. 

When circumstances justify it, a bank may reamor- 


tize a loan, including obligations due upon it, in whole or 
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in part, on a basis providing for the payment of annual or 
semi-annual installments sufficient to cover the interest 
on the mortgage and amortize the amount due within an agreed 
period of not more than forty years from the date of reamor- 
tization. In such cases the bank may charge the borrower 
a fee which does not exceed the actual expenses incurred in 
connection with the reamortization. 

The rate of interest charges on loans made through 
National Farm Loan Associations may not exceed by more than 
one per cent the rate of interest borne by the bonds last 
issued by the bank except with the approval of the Governor 
of the Farm Credit Administration. When the bonds sold carry 
an interest of four and one-half per cent, for example, a 
bank may charge five and one-half per cent on loans to farmers. 
The present rate charged by each bank is five per cent per 
annum. 

The rate of interest on direct loans made by a 
Federal Land Bank is one-half of one per cent greater than 
the rate of interest charged to borrowers on loans made through 
National Farm Loan Associations. When and if borrowers who 
have obtained direct loans become members of a National Farm 
Loan Association, the interest rate on their loans, if in 
good standing,will be reduced one-half of one per cent. 

Regardless of the rate of interest borne by the 


loan, the Emergency Act temporarily reduces the rate of interest 
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charged borrowers. Interest maturing during the five years 
commencing July 11, 1953, in connection with loans made 
through National Farm Loan Associations and outstanding on 
the date the Act was passed (May 12, 1933), was to be charged 
at the rate of only four and one-half per cent. The same 
rate was to be charged during the same period on outstand- 
ing loans made through agents or purchased from Joint-Stock 
Land Banks as well as on new loans made through National 
Farm Loan Associations prior to May 12, 1955. On direct 
loans from a Federal Land Bank, the rate was to be five per 
cent during the same period. Furthermore, on both direct 
loans and loans made through Farm Loan Associations, no 
payment of the principal portion of any installment was to 
be required during the same five-year period if the borrower 
was not in default with respect to any other provision of 
his mortgage. 

The banks would charge reasonable fees, not exceed- 
ing the actual cost of appraisal, determination of title, 
and recording. The initial charges were to met their neces- 
sary expenses, not in excess of one per cent of the amount 
of the loan granted. The initial deposit required in connec- 
tion with loans of $5,000 or less was $11, which covered a 


joint application for a loan from the bank and a loan from 
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the Land Bank Commissioner. Any unused part of the deposit 
was returned to the applicant. In connection with Land- 

Bank loans, National Farm Loan Associations made reason- 
able utnitial charges to meet their necessary expenses not 
in excess of one per cent of the amount of the loan applied 
for. in view of the long period of years for which Land- 
Bank loans were made, such costs constituted only a very 
small item in addition to the rate of interest which the 
porrower was to pay. | 

Applications for loans were to be made to the 

Secretary-treasurer of a local National Farm Loan Associa- 
tion. If applicants did not know his address, or if there 
were no association operating in their locality, they were 
to write to the Federal land bank serving the State in which 
(1) 


the farm was located. 


Financial Condition of Federal Land Banks, 1933 

The fundamental safeguards under which the banks 
had operated since their organization in 1917 had been main- 
tained in the expanded lending operations initiated during 
1933. From the volume of applications for loans it was 
evident that the amount of loans held by the banks would be 
very sieecagbtally increased in the near future. The addi- 
tion of these new loans to the assets of the banks would 


materially strengthen their earning capacity. 





— 


(1) Federal Land Bank Loans and Lank Bank Commissioner's 


TT 


Loans, Farm Credit Administration, Circular No. l, 
(March, 1934), pp. 7-10 
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In view of the possibility, under the new pro- 
visions of the law, of extending delinquent payments and 
reamortizing mortgages, real estate acquirements declined 
during 1933, and a substantial part of the real estate ac- 
quired represented deeds voluntarily given to the banks 
by borrowers who did not wish to retain title to their 
farms. It was not the desire or intention of the banks to 
dispossess any borrower who was making an honest effort to 
continue his operations and who was applying the income 
from his farm over and above necessary living expenses to 
the payment of primary obligations, including taxes and the 
installments on the first mortgage. 

Real estate disposals also declined during 1933, 
partly as a result of the necessity of using all available 
men familiar with farm property values for appraisal work 
in connection with new loans. During the twelve months 
ended December 31, 1933, 4,765 farms and parts of farmS were 
disposed of for a total consideration of $14,112,955 as com- 
pared with 6,284 farms and parts of farms for a considera- 
tion of $14,697,659 during 1932. 

On December 31, 1955, the twelve Federal Land Banks 
owned outright 18,135 farms, which were carried at %65,558,417. 
Special reserves amounting to $6,048,061 had been set up, 


leaving a net amount carried in assets of $59,510,356 which ° 
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represented 3.9 per cent of the total assets of the banks. 

The banks held also 5,810 sheriffs' certificates, judgments 

and similar items, the net carrying value of which was 

$18,177,205 or approximately 1.2 per cent of the total assets. 
There were 2,502 foreclosures pending on Decem- 

ber S51, representing 1.2 per cent of the total number of 

loans upon which extensions had been granted or on which in- 


stallments were in default, ‘1) 


Loans by Land Bank Commissioner 
The Land Bank Commissioner is authorized to use 
up to $600,000,000 in bonds of the Federal Farm Mortgage 
Corporation to continue making loans under the provisions 
of the Emergency Farm Mortgage Act. The loans are made in 
bonds of the Corporation instead of cash, with the exception 
of a small part of the loan which is to be made incash to 
meet special requirements where bonds cannot be used, such 
as for the payment of taxes and insurance on farm property. 
Land Bank Commissioner's loans are made upon the 
security of first or second mortgages on real and personal 
farm property. The Commissioner will continue to use the 
services of the Federal Land Banks in making these loans. 
The amount of loans, together with all prior in- 
debtedness against the property, may not exceed three-fourths 
of the appraised value of the property. Loans may pe made 


up to $7,500 to any one farmer. 





(1) First Annual Report of the Credit Administration, 1933, 
(Washington, 19354), pp. 21-25 
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Any individual who is engaged in farming opera- 
tions, either personally or through an agent or tenant, or 
the principal part of whose income is derived from farming 
operations, is eligible for loans. 

Loans to farmers may be made by the Land Bank 
Commissioner for the following purposes: 

(a) To provide funds for refinancing any indebt- 
edness, secured or unsecured, of the farmer. 

(ob) To provide working capital for farm operations. 
(ec) To provide funds to enable any farmer to re- 
acquire farm property owned by him before fore- 
closure which has been foreclosed at any time after 
may es LOSL. 

Most of the Commissioner's Loans are for refinanc- 
ing purposes. The Federal Land Banks and other mortgage- 
lending institutions, as well as individuals, afford sources 
of credit to aid in the purchase of farms. However, they 
all require the borrower to have an equity inthe farm. 

If a borrower obtains a loan which represents a 
full seventy-five per cent of the amount of the security 
offered, such a loan must pay off all of the liens against 
such property. After appraisal of the property offered as 
security, the farmer will be notified of the amount of the 


loan that may be granted under the provisions of the law. 
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If the amount is inadequate to take care of the debts 
against the property, the farmer will have to get his cre- 
ditors to agree to a scale-down of his debts to a point 
where he will have a twenty-five per cent clear equity in 
his property. Many creditors are willing to make such 
scale-downs in their loans in order to obtain cash for their 
claims. 

Application may be made for the amount desired and 
when an appraisal of the property or properties offered as 
security is made the land bank officials will have before 
them information from which to determine whether a Land 
Bank loan, a Land Bank Commissioner's loan, or both, can be 
made. They will notify the applicant of their decision, in- 
dicating the amount or amounts which they will lend. 

Before a loan may be made, the farm property of- 
fered as security shall be appraised by an appraiser desig- 
nated by the Land Bank Commissioner. The basis of appraisal 
is the normal value of the security for agricultural pur- 
poses and in the case of land and buildings, the considera- 
tions in arriving at the normal value are the same as those 
used in making appraisals for Federal Land Bank loans. One 
appraisal may be used by officers of the Land Bank in de- 
termining whether a Land Bank or a Commissioner's loan or 


both or neither, may be made. 
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It is expected that a substantial percentage of 
the loans will be made on second mortgages on farm real 
estate. In the case of second mortgages upon farm real es- 
tate, the Commissioner will require the holder of the first 
mortgage to limit his right to proceed against the farmer 
and the mortgaged property in accordance with reguiations 
issued by the Commissioner, 

At the present time, the rate of interest charged 
on these loans is five per cent per year. 

Reasonable fees not exceeding actual cost of ap- 
praisal, determination of title, and recording are charged. 
The initial deposit required in connection with applications 
for loans of $5,000 or less is $11, which covers a joint 
application for a loan from the Bank and a loan from the 
Land Bank Commissioner. Any unused part of the deposit is 
returned to the applicant. 

Payments on the loans may be made annually or semi- 
annually, as determined by the Commissioner. The law pro- 
vides that during the first three years a loan is in effect, 
a borrower will not be required to make payments on the prin- 
cipal if he is not in default with respect to any other pro- 
vision of his mortgage. At the expiration of this three- 
year period equal amortization payments on principal must be 


made with each annual or semi-annual interest payment which 
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will extinguish the debt within an agreed period. In the 
ease of first or second mortgage loans secured wholly by 
real property and made for the purpose of reducing and 
refinancing an existing mortgage, the agreed period within 
which the loan mst be wholly repaid may be no greater than 
forty years. All other loans must be wholly repaid within 
an agreed period not to exceed ten years from the date that 
the first payment of the principal is due. ‘1) 

The Emergency Farm Mortgage Act of 19335 made 
available a fund of $200,000,000 to enable the Land Bank 
Commissioner to make loans in an amount not to exceed $5,000 
te any one farmer upon the security of first or second mort- 
gages upon real and personal farm property. Under the pro- 
visions of the Federal Farm Mortgage Corporation Act, ap- 
proved January 31, 1954, the maximum limit of this type of 
loan was increased to $7,500. The notes and mortgages 
evidencing loans made from this fund, which has been appro- 
priated from the Treasury of the United States, are not 
pledged as collateral for any issue of bonds, and form no 
part of the assets of the Federal Land Banks. The loans are, 
however, administered by the Federal Land Banks as agents 


(2) 


of the Commissioner. 
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Stock Land Banks and Federal Intermediate Credit Banks, 
(Washington, 1934), p. 3 
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The Emergency Farm Mortgage Act of 1933 provided 
that no Joint-Stock Land Bank should issue tax-exempt 
bonds or make farm mortgage loans after the date of enact- 
ment of the Act except such as are necessary and incidental 
to the refinancing of existing loans or bond issues or to 
the sale of any real estate then held or thereafter acquired. 
As a result of this legislation the banks now operate for 
the purpose of liquidating their assets and retiring bonds 
and other obligations in an orderly manner. 

During the period from April 30, 1935, through 
December 51, 1934, assets of Joint-Stock Land Banks, ex- 
cluding the three in receivership, were decreased from 
$478,062,295 to %$336,610,929, or by 29.6 per cent. During 
this period the Corn Belt Joint-Stock Land Bank of Taylor- 
ville, I1l1., liquidated completely, all outstanding bonds 
having been paid in full; in addition, two banks reduced 
their assets by fifty per cent or more; five banks effected 
reductions of forty to fifty per cent; nine banks thirty to 
forty per cent; seventeen banks twenty to thirty per cent; 
and the remaining eleven banks less than twenty per cent. 
Through the use of cash and securities recovered in the 
liquidation of assets, the banks reduced their bonds and 
notes payable from $419,810,184 to 279,399,865, a decrease 


of 55.5 per cent since April 30, 1933. Most of the bonds 
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retired were purchased in the market at a discount. The 
total of such discounts during the period amounted to ap- 
proximately $42,000,000. 

From April 50, 1933, through December 31, 1954, 
the forty-five Joint-Stock Land Banks not in receivership 
realized $92,730,103 in cash and Federal Farm Mortgage Cor- 
poration bonds through refinancing loans with the Federal 
Land Banks and the Land Bank Commissioner. Borrowers of 
Joint-Stock Land Banks who wish to refinance their loans 
apply to the Federal Land Banks and the Land Bank Commis- 
sioner as in the case of other applicants for loans. Those 
obtaining Federal Land Bank loans subscribe to stock in 
National Farm loan Associations or, if the loans are closed 
direct, in the Federal Land Bank. Borrowers whose obliga- 
tions are transferred in this manner to the Federal Land 
Banks or the Land Bank Commissioner realize substantial 
Savings through lower interest rates since most Joint-Stock 
Land Bank loans bear interest at six per cent. The privi- 
kege of temporarily deferring principal payments constitutes 
a further advantage. Insome cases, the Federal Land Banks 
have purchased loans directly from the Joint-Stock Land 
Banks. However, any mortgagor whose mortgage has been pur- 
chased by a Federal Land Bank is entitled to have his mort- 
gage indebtedness refinanced with the Federal Land Bank on 


the basis of the amount paid by the bank for his mortgage. 
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In many instances the appraisals of the mortgaged 
farms did not justify a loan large enough, after deducting 
fees and the amount required for subscriptions to capital 
stock in the indorsing assodation or the Federal Land Bank, 
to cover fully the Joint-Stock Land Bank's investment in the 
loan. The Joint-Stock Land Banks have accepted a substan- 
tial number of commitments in which scale-downs were in- 
volved, and the total of such scale-downs since April 30, 
1933, has amounted to $8,259,790, or 8.2 per cent of the 
Joint-Stock Land B anks' investment in the loans. 

The Joint-Stock Land Banks also have recovered 
$7,015,664 since April 31, 1933, through the refinancing of 
loans by or selling loans to individuals or institutions 
other than Federal Land Banks and the Land Bank Commissioner. 
The scale-downs taken in connection with these transactions 
totalled $1,227,783, or 14.9 per cent of the banks! invest- 
ment in the loans. 

In addition to the refinancing of loans, reduction 
in the amount of loans held by the Joint-Stock Land Banks 
has resulted from amortization and special principal pay- 
ments made by borrowers and from foreclosure or acquirement 
of property through direct deed. From April 30, 1935, through 
December 31, 1934, the total reduction arising from refinan- 


cing, sales, and payments of loans in full has amounted to 
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2524 per cent of the loans outstanding on April 50, 1933; 
from amortization and special principal payments by bor- 
Gowers, 5.0 percents, from. foreclosure, direct deed, and 
charge-off, 11.6 per cent. The decrease from these sources 
has been offset to a small extent by new loans representing 
purchase money mortgages accepted in connection with the 
sale of real estate, making a total net reduction in loans 
outstanding of 59.8 per cent for the period. 

Further liquidation has been effected through the 


sale of real estate, sheriffs' certificates, and judgments. 


/ 
Financial Condition 

On April 50, 1953, at the beginning of the period 
of liquidation, many of the Joint-Stock Land Banks were in 
an unfavorable financial condition. More than one-half of 
the loans outstanding were in default; real estate, sheriffs! 
certificates, and judgments owned by the banks equalled 11.1 
per cent of their total assets. Nine of the banks showed a 
capital impairment at that time. 

Most of the Joint-Stock Land Banks would have shown 
losses during the year ended April 50, 1955, had they not 
realized substantial gains through the purchase of their own 
bonds below par. The asked prices for Joint-Stock Land Bank 
bonds on April 50, 1935, ranged from 34 to 68 per cent of par, 
with an average price of approximately 45.5 per cent of par 


for all Joint-Stock Land Bank bonds. 
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During 1934 the Joint-Stock Land Banks not in 
receivership disposed of 53,820 farms, sheriffs! certifi- 
cates, etc., involving a carrying value of $17,667,227. 

The total consideration was %16,706,972, representing 94.6 
per cent of the carrying value. While there was no in- 
crease during 1934 in the average sales price received 

per acre, and no appreciable change in the percentage of 
cash received at the time of sale, the total sale prices 
were considerably higher in relation to carrying value in 
1933. 

In spite of the larger volume of sales the carry- 
ing value (before deducting reserves) of real estate, sher- 
iffs' certificates,and judgments owned by the Joint-Stock 
Land Banks increased from $55,816,647 on December 31, 1935, 
to $58,569,357 on December 31, 1934, or 16.6 per cent of 


their gross assets as of the latter date, ‘1) 


Federal Intermediate Credit Banks 
In each of the twelve Federal Land Bank districts 
there is one Federal Land Bank and one Federal Intermediate 
Credit Bank. Both banks in each district have the same 
Doard of directors. 
The Federal Intermediate Credit Banks provide 
agricultural credit for periods that are "intermediate" be- 


tween the maturities usually available through short-term 





(1) Second Annual Report of the Farm Credit Administration, 
1934, (Washington, 1935), pp. 35-39 
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commercial bank loans and those of long-term farm mort- 
gage loans. They are not authorized to make loans direct- 
ly to individual farmers and stockmen but extend credit 

to financing institutions, such as production credit asso- 
ciations, State and National banks, livestock loan com- 
panies, and agricultural and livestock paper, or they may 
rediscount such paper with the Intermediate Credit Banks. 
The Federal Intermediate Credit Banks also make direct 
loans to Ffarmers' Cooperative Marketing and Purchasing 
Associations. 

The amount of credit which any credit institution 
may obtain from a Federal Intermediate Credit Bank depends 
upon a number of factors, including the amount of its paid- 
in and unimpaired capital and surplus, the manner in which 
such capital is invested and the amount thereof pledged 
with the Intermediate Credit Bank as collateral, the manage- 
ment of the corporation, the character of paper offered and 
the provisions of law applicable to such institutions. The 
act under which the Federal Intermediate Credit Banks oper- 
ate provides that no paper shall be discounted for any bank 
if the amount thereof, added to its other liabilities (other 
than hona fide deposit liabilities), exceeds twice the paid- 
in and unimpaired capital and surplus of such bank. In the 


case of other agricultural credit institutions, the ratio 
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usually varies from three to eight times their unimpaired 
capital and, under the law, may not exceed an amount which, 
when added to their other liabilities, exceeds ten times 
their paid-in and unimpaired capital and surplus. 

Under the law the discount rate of a Federal 
Intermediate Credit Bank may not exceed by more than one 
per cent per annum the interest rate borne by its last pre- 
ceding issue of debentures. 

The rate of interest which a credit institution 
may charge the farmer on a note discounted by a Federal In- 
termediate Credit Bank may not exceed the bank's discount 
rate by more than three per cent per annum. Thus, if an 
Intermediate Credit Bank sells debentures bearing a rate of 
two per cent it may, with the approval of the Governor of 
the Farm Credit Administration, establish a discount rate 
of three per cent and discount notes on which the maker is 
charged interest at not more than six per cent per annum. 

The experience of the Federal Intermediate Credit 
Banks indicates that notes of farmers and stockmen should 
mature at the time the makers expect to market their crops 
or livestock. Maturities extending beyond three years may in 
no case be handled by an Intermediate Credit Bank. Ordinar- 
ily they range from six to twelve months, but, where the 
security and other conditions surrounding the paper justify, 
renewals at maturity are accepted by the Intermediate Credit 


Banks. 
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The maximum amount of credit which a Federal 
Intermediate Credit Bank may grant to a credit institution 
on the paper of any one note maker is twenty per cent of 
the institution's paid-in and unimpaired capital and sur- 
plus except on notes secured by warehouse receipts cover- 
ing readily marketable agricultural products or on paper 
secured by chattel mortgages on.livestock, in which cases 
the maximum individual line of credit is limited to fifty 
per cent of the institution's unimpaired capital and surplus. 

Loans to Farmers! Cooperative Marketing Associa- 
tions have been made by the Federal Intermediate Credit 
Banks upon the security of warehouse receipts and shipping 
documents covering staple agricultural commodities, includ- 
ing wheat, rice, flaxseed, corn, and other grains; cotton; 
wool and. mohair; tobacco; alfalfa, red clover, clover, 
sweet-clover; red top, and blue grass seeds; beans, in- 
cluding soy-beans; canned fruits and vegetables, including 
cold-pack fruits; coffee; raisins, prunes, and other dried 
fruits; olive oil; extracted honey; maple syrup; broomcorn; 
sugar (raw and refined); evaporated milk and powdered skim 
milk; cheese; peanuts and other nuts; and hay. 

Such advances may be made either by discounting 
notes or accepting drafts or bills of exchange issued or 


drawn by cooperative associations and secured by warehouse 
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receipts or shipping documents representing staple agri- 
cultural products. 

The amount which an Intermediate Credit Bank 
will lend to a Cooperative Marketing Association depends 
upon the management and financial condition of the associa- 
tion, the character, quality, and marketability of the pro- 
ducts offered as collateral, and other factors. In no 
event may such loans secured only by agricultural products, 
exceed seventy-five per cent of the market value of the 
products pledged as collateral. 

Loans now may also be made to Farmers! Coopera- 
tive Marketing and Cooperative Purchasing Associations upon 
the security of such collateral as may be approved by the 
Governor of the Farm Credit Administration. (1) 

During 1935 the Federal Intermediate Credit Banks 
extended credit to cooperative associations and financing 
institutions, in the aggregate amount of $280,082,064, 
compared with $240,822,765 during the year 1932. 

Of the total volume of business handled during 
19355, loans to and discounts for financing institutions 
amounted to $252,171,568, as compared with $151,577,651 dur- 
ing 1932. The amount of such credit outstanding on Decem- 
ber 51 was $134,252,402, as compared with $82,517,754 at 


the close of the previous year. 


(1) Agricultural Financing t hrough the Farm Credit Administra- 
tion, Farm Credit Administration, Circular No. 5, 


(March 1934), pp. 19-21 
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The Intermediate Credit Banks discounted paper 
for, or made loans to, 404 financing institutions in 1933. 
These included twelve regional Agricultural Credit Corpora- 
tions and thirteen Production Credit Associations, which 
had not previously obtained credit from the Federal Inter- 
mediate Credit Banks. 

A large part of the increase in credit extended 
to financing institutions consisted of paper discounted for 
SEE eae ionnl Acricultural Gredit Corporations estab- 
lished by the Reconstruction Finance Corporation in the 
fall of 1932. During 1935 the Intermediate Credit Banks 
Giscounted notes for these regional Agricultural Credit 
Corporations in the amount of $110,491,858 upon which repay- 
ments to December 51 were made in the amount of $57,255,451, 
leaving $73,236,427 outstanding on December 31. 

Only a small number of commercial banks and new 
eredit corporations or loan companies, organized with pri- 
vate capital, applied to the Federal Intermediate Credit Banks 
for credit during 1955. Many of the corporations dealing with 
the banks at the close of the year before had reached the_ 
maximum volume of business which the Federal Intermediate 
Credit B anks weuciderea them capable of handling effec- 
tively and safely, unless they increased their paid-in capital. 


The Banks follow the practice of limiting the amount 
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of credit granted to any financing institution to an amount 
which will maintain a reasonable ratio between the total 
liabilities and the capital of the corporation, taking in- 
to consideration the character of the paper handled as well 
as other credit factors. As few corporatiors were able to 
procure additional. capital, the volume of discounts for 
such corporations could not be expanded materially; and 
many farmers and stockmen whose financial condition and the 
security which they offered entitled them to credit from the 
Federal Intermediate Credit Banks could be served only by 
the regional Agricultural Credit Corporations or commercial 
banks. 

A permanent system of production credit associa- 
tion was being established under the provisions of the Farm 
Credit Act of 1933, to make loans to farmers and stockmen and 
to rediscount their eligible paper with the Intermediate 
Credit Banks. These associations would enable the Inter- 
mediate Credit Banks to extend credit for financing pro- 
ducers who were acceptable credit risks but who could not 
previously be served because of a lack of eligible, ade- 
quately capitalized financing institutions to handle their 
paper. 

From January 1 to December 31, 19335, the Federal 


Intermediate Credit Banks extended credit to sixty-one 
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cooperative associations in the amount of $27,910,496, as 
compared with $89,245,114 granted during the year 1932. 
The amount of loans to cooperative associations outstand- 
ing on December 31 was $15,210,549, as compared with 
$9,865,615 on December 31, 1932. 

Much of the reduction in the amount of credit to 
cooperatives in 1955 was due to the fact that two large 
borrowers from the Intermeciate Credit Banks during the pre- 
ceding two years, namely, the Grain Stabilization Corpora- 
tion and the Cotton Stabilization Corporation, liquidated 
their loans with the Intermediate Credit Banks in full in 
1932, and discontinued business. The amount of borrowings 
by two other large cooperatives was less during the past 
season than in previous years, attributable in part to a 
more rapid sale of the commodities handled by them, as a 


result of which their credit requirements were reduced, ‘2! 


Production Credit Corporations and Associations 

The Governor of the Farm Credit Administration 
was authorized by the Farm Credit Act of 1955 to establish 
a Production Credit Corporation in each of the twelve cities 
in which a Federal Land Bank is located. These corporations 


have the same directors as the Federal Land Banks. 


(1) The First Annual Report of the Farm Credit Administration, 


eed 


1933, (Washington, 1954), pp. 30-31 
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Each Production Credit Corporation has an initial 
capital of $7,500,000 subscribed and paid for by the Govern- 
or of the Farm Credit Administration on behalf of the United 
States. The capital may be increased or decreased by the 
Governor to meet the needs of the district served by the 
corporation. The major portion of the funds required for 
capital stock subscriptions came from unexpended balances 
and collections of various Government appropriations for 
teans, sedd loans, etc., made prior to 1955. 

The function of a Production Credit Corporation 
is to invest funds in preferred Class A stock of production 
credit associations in the district which it serves. It is 
authorized to purchase stock in each association in amounts 
sufficient to maintain the Class A stock holdings in the 
corporation and other investors equal to approximately 
twenty per cent of the loans made or to be made to farmers 
by the association. At no time may the amount of outstand- 
ing Class A stock in an association be less than $5,000 ex- 
cept with the consent of the association. 

Funds invested in the Class A stock of a Produc- 
tion Credit Association will be used by the Association to 
purchase high-grade bonds, which will be pledged with the 
Federal Intermediate Credit Bank of the district as addition- 
‘al collateral behind farmers' notes discounted by the Inter- 


mediate Credit Bank for the Production Credit Association. 
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Class A stock of Production Credit Associations 
is preferred as to assets on liquidation, is non-voting, 
and sharesequally with Class B stock in dividend distribu- 
tions. 

Production Credit Corporations may subscribe for. 
stock in Production Credit Associations not organized un- 
der the Farm Credit Act of 1955 if such associations are 
controlled by cooperatives and if the amount of stock sub- 
scribed for does not exceed at any one time seventy-five 
per cent of the total paid-in capital of the association. 

After determination by the Production Credit Cor- 
poration of the territory to be served by a Production Credit 
Association, ten or more farmers whose operations are in 
this territory are required to sign an application for a 
charter. Charters will be issued byt he Governor of the 
Farm Credit Administration and associations will be subject 


to such rules and regulations as the Governor may prescribe. 


Lending Operations 

The Production Credit Corporations prescribe the 
terms, conditions, and rate of interest, and the type of 
security to be offered in connection with loans made by as- 
sociations. Loans will in general be restricted to periods 
of one year or less and none will be made for more than 


three years. The association and the borrower, to the extent 
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of his capital stock, will be held responsible for the loans 
made to individual members. Association stock does not, 
however, carry double liability. 

Crop loans by Production Credit Associations or- 
Ginarily will be secured by a first-mortgage lien on growing 
erops and other personal property, while livestock loans 
usually will be secured by a first-mortgage lien on live- 
stock. 

The interest rate charged the farmer will vary, 
depending upon the rate at which the Federal Intermediate 
Credit Banks are able to borrow money from the investing pub- 
lic through the sale of debentures and the amount that mst 
be added to cover the expenses of the Intermediate Credit 
Bank and the exnenses and possible losses of the association. 
The rate of the farmer-borrower may not, however, exceed 
by more than three per cent the rate paid by the Association 
to the Federal Intermediate Credit Bank. 

Associations may make loans to farmers for general 
agricultural purposes, including the production and harvest- 
ing of crops, the breeding, raising and fattening of live- 
stock, and the production of livestock and poultry products. 
In making these loans the officers of the association will 
consider not only the security in the form of liens on live- 


stock, work-stock and crops, but also the applicant's net 
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worth and personal character, as well as his ability to 
repay the loan from the proceeds of the salable crops and 
livestock products of the farm. 

Associations will make loans for not less than 
$50. No individual will be permitted to borrow an amount 
greater than twenty per cent of the capital and guaranty 
fund of the association unless his loan is secured by col- 
lateral approved by the Production Credit Corporation, in 
which case a loan up to fifty per cent of the capital and 
guaranty fund may be made. Leaans may be made in excess of 
fifty per cent of the capital and guaranty fund if they 
are approved by the Production Credit Commissioner. 

Since Production Credit Associations must depend 
on rediscounting farmers! notes with the Federal Interme- 
diate Credit Banks to obtain funds to loan, the farmers! 
notes they accept must meet Intermediate Credit Bank stan- 
dards as to security, maturities, and interest rates. If 
the capital of an association is invested in scceptable high- 
grade bonds and they are pledged with the Intermediate Cred- 
it Bank as additional collateral behind notes, discounted, 
the Federal Intermediate Credit Bank will ordinarily dis- 
count notes up to four to six times the amount of the bonds 
pledged as additional collateral. If, for example, a Pro- 
duction Credit Association has paid-in capital of $20,000 
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which it invests in United States securities and pledges 
such securities with an Intermediate Credit Bank, it can 
Peeuat ordinarily to rediscount with the bank farmers! notes 
in amounts ranging from $80,000 to $120,000. 

The capital stock of Production Credit Associa- 
tions is divided into two classes: Class A which is non- 
voting but which shares equally with Class B- stock in divi- 
dend distributions and is preferred as to assets on liquida- 
tion; and Class B_ stock which may be purchased only by 
farmer-borrowers from the association and persons eligible 
to become borrowers. Only Class B stock carries voting 
rights. Each holder of Class B stock is entitled to only 
one vote regardless of the number of shares owned. Class B 
stock is not retired upon payment of the loan and may not be 
transferred except to another farmer-borrower or an individual 
eligible to become a borrower, and then only with the approval 
of the directors of the association. 

Borrowers through a Production Credit Association 
are required to own, at the time a loan is made, Class B stock. 
in the association equal in fair book value (not to exceed 
par) to $5 for every $100 or fraction thereof borrowed from 
the association. Subscriptions to Class B stock may be paid 
from the proceeds of the loan. 

Fach holder of Class B stock, mst within two years 


after he has ceased to be a borrower, exchange such Class B 
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stock at its fair book value (not to exceed par) for Class 
A stock. Stock in the Association may be retired under 
conditions prescribed by the Governor. 

The guaranty fund of an Association mst equal 
twenty-five per cent of the paid-in capital before any divi- 
dends can be paid. 

Production Credit Associations are authorized to 
borrow from, or rediscount with, Intermediate Credit Banks, 
but not with other agencies, except with the approval of 
the Governor of the Farm Credit Administration. 

During such times as a Production Credit Cor- 
poration is a holder of any Stock in a Production Credit 
Association, the appointment or election of the Association's 
directors, secretary-treasurer, and loan committee is sub- 
ject to the approval of the president of the Production Cred- 
it Corporation; and, during such time, he may remove any 


director, secretary-treasurer, or other officer. 


Regional Agricultural Credit Corporations 

The Emergency Relief and Construction Act of 1932 
authorized the Reconstruction Finance Corporation to create 
in any of the twelve Federal Land Bank districts, when it 
appeared to be desirable, a regional Agricultural Credit 
Corporation to make direct loans to farmers and stockmen for 


agricultural purposes (including crop production), or for 
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the raising, fattening, or marketing of livestock. Cor- 
porations were organized in each of the twelve Federal 
Land Bank districts and in addition twenty-one branch of- 
fices were established. 

The twelve corporations have an aggregate capi- 
tal of $44,500,000 paid in by the Reconstruction Finance 
Corporation. In addition, they have the privilese of re- 
discounting eligible paper with the Reconstruction Finance 
Corporation, the various Federal Reserve Banks and the 
Pederal Intermediate Credit Banks. 

All of the functions of the Reconstruction Finance 
Corporation relating to the appointment of officers and 
agents to manage regional Agricultural Credit Corporstions, 
approval of interest rate charged borrowers, and approval 
of the terms and conditions on which loans are made by re- 
gional Agricultural Credit Corporations, were transferred 
to the Farm Credit Administration by the President's Execu- 
tive Order effective May 27, 1935. 

As Production Credit Associations were organized 
they took over from the regional Agricultural Credit Cor- 
porations, the function of furnishing production credit and 
the latter ceased to make new loans and proceeded, in an 


orderly manner, in the liquidation of outstanding loans. 
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Loans by Production Credit Associations 

A permanent, cooperative production credit system 
for agriculture that eventually might be owned, controlled, 
and operated by farmers was organized in the twelve Fed- 
eral Land Bank districts throughout the United States, ‘1) 

To be eligible for a loan, an applicant must be 
a farmer. ‘The term "farmer" includes an individual, part- 
nership, or corporation engaged in the business of farming 
or of breeding, raising, or fattening livestock. 

To be an eligible applicant an individual mst de- 
vote certain time and energy to the active management of the 
farming or livestock operations. The enterprise mst be 
conducted so that he reaps the benefits of the operation 
if it a arevssfut, and suffers the loss if it is a fail- 
ure. He need not be principally engaged in farming nor re- 
side on the place where the operations are carried on. 
Where a landlord is entitled only to a fixed return with- 
out regard to the success or failure of the farming opera- 
tions, or where he does not rightfully exercise substantial 
direction and control in the management of such operation, 
the tenant, not the landlord, is considered the "farmer", 
The eligibility of a partnership is governed by the same 


principles as those governing the eligibility of individuals. 


——— + 


(1) Loans by Production Credit Association, farm Credit 
Administration Circular (Revised), (Washington, Novem- 
ber, 1933), p. 3 





= of ih é “@ ee 
Ae | es 
















ecelislocased tibet). noltorbort vd ageol 


meveavre ofthe: aoltouboug ovis SI6C000 ,cetssreaq A 


. 


-Oeolforwsaoo ,hemwesod drigim viLestaeve dtedd emidivolLiys ot J 
sviows oft mh Sostnresto saw exons? yd bedstogo baa ¥ 


-cSodet® hetin’ edd ¢£odegonrns evoizvtels Yost based Lave 


; - uv 
od vem Jasoiicea arn  ~feol 4 «ot Sidtati£e sd. ols wits 
-Sreq .Lenbt 


twihat a: sebpfoat “tome?” aed ect TMT 8 
eifawwy? to srentesd ocd At Derr nate noltazog top tO” ectsioroae | 


-Moodeovil gritnédén? co <anke iss autbeord to 071 


“Ob Sam feubivibat as tnaskiqgs e{dielklo ne a oT 1 Ae 
wif lo Jdnéropeneam ayidos. srit od Yaiens bre omit nletreo_setoy 


od Sema oeliqzedse eff ,anottsteco Mooteaytt no antares hy 
nolvsteco ot to etitemed end eqnet ean tect o9 betopinom 
-fist 2 eal th 12 esol afd exettes has vlotesooore bt tL th 
<5 tor actimisi ak beysxne yifaegqlonizg ed ton beon oH «0m 
0 Delvtads ets encttexeqe odd sieitw cocly edd -no ek 
“aitiw acries bextt a of ¥ino Solitzne ef buolhael is eter 
~sioga stinen® 6s i0 sTLiat to eeesoge ect ot Stage a9 
{elinetedse es borexe vf {ywitcatt dom each od etedw to enor 
: La 
(tOlsatsqo dove to dmemeganant add att fords ban notte 
. Tanret" oft Berehingoe ef sotolbiaal add torr . taiaces 
omse old yd bentever at title 1eniceq 8 to villidtatte 


-elevbivinat to ydllidtalfe acd aobunevoy eeodt es eB 


1 
* 
ins ———* ~~ 


eee ee dee pene 


fhex9. arza 2 sek: sspcaeh tbe tbe: soot ad ag ert 4 
~fC vor! 1odga laces BS ab) », w 





AL ee 
ny 


% ¥ iy i ° 
reyes ’ i arr rv 


- 165 - 


The secretary of this association will advise corporations 
Sitvain clicibility requirements. 1) 
In each land bank district production credit is 
to be made available through the joint action of (1) the 
local Production Credit Associations; (2) the Production 
Credit Corporation; and (3) the Federal Intermediate Cred- 
it Bank. These organizations are under the general super- 


vision of the Farm Credit ee net Sere peo) 


Seed Loans and Crop Production Loans 

Under the President's Executive Order of March 27, 
1935, the responsibility for making and supervising emergen- 
cy crop loans was transferred from the Department of Agri- 
culture to the Farm Credit Administration. For the year 
1934, $40,000,000 was appropriated for this purpose and 
placed under the supervision of the production credit com- 
missioner. Loans from this fund were to be made only to 
applicants unable to obtain credit from other government 
agencies. Assuming the applicant had satisfactory security 
to offer, the function of making loans for production pur- 
poses, including the purchasing of seed, would be taken 
over by the local production credit associations created 
under the Farm Credit Act of 1933.‘9) 


ay 


(1) Applying for Production Credit, Farm Credit Administra- 
tion, Circular CG, (Washington, dans 1934), p. 1 

(2) Loans by Production Credit Association, Farm Credit 
Administration, Circular No. 3 (revised), (“ashington, 
Wey. 1933), pe 3 

(3) Agricultural Financing through the Farm Credit ss 
tration, Farm Crédit Administration Circular No. 
(March. 1934). vv. 26-31 
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A total of $37,891,586 was advanced to 445,198 
borrowers during 1954. Although a majority of loans were 
made during the spring lending season, applications were 
accepted throughout the year and advances for the produc- 
tion of winter wheat, for summer fallowing, the planting 
of forage crops, and for vegetable and truck crops as well 
as feed loans in distressed areas were made throughout the 
summer and fall. Loans were made in every State, with the 
exception of Rhode Island, but the majority are concen- 
trated in the southeastern and south central cotton States 
which received approximately one-third of the total amount 
advanced. Other areas which drew heavily upon these emer- 
gency funds include the north central and western wheat 


(1) 


areas. 





(1) The Second Annual Report of the Farm Credit Administration, 
~ 1934, (Washington , 1935), p. 64 = | 
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Public Lands 

The income from public lands and industries de- 
pends upon the governmental policy in reference to the 
public domain and in reference to embarking upon indus- 
trial enterprises. In the United States notwithstanding 
the vast extent of the public lands, comparatively little 
net revenue has been derived from these sources. The pub- 
lic land policy has been controlled until quite recently 
by the thought that it is better to sell the lands, even 
for merely nominal sums,to persons who will settle upon 
them and bring them under cultivation than to treat them 
as an important source of revenue. In consequence of this 
ties the Federal Government received prior to 1920 an 
annual average of less than two million dollars from this 
source, while it expended considerably more than this upon 
the bureaus, whose function it is to study and report upon 
the land and natural resources of the country and to care 
for the national forests. The income of the states from 
the public lands has been somewhat larger proportionately, 
but only for Texas, which entered the Union with a vast 
public domain, has it ranked as an important source of 
revenue. 

The question has frequently been raised as the 


wisdom of the land policy pursued by the United States since 
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1862. The lavish policy of giving away the land perpetua- 
ted the pioneer policy of earth butchery. For three hun- 
dred years our farmers have been mining the soil and have 
exhausted its fertility as truly as though they had ex- 
tracted the elements from a bed of ore. A government re- 
port concludes that the fertility of the soil for fifty 
per cent of the country has been lessened. Indeed it is 
doubtful whether agriculture, as practiced in the United 
States,has hitherto been a self-sustaining industry;that is, 
whether it would have paid if the elements taken out of 
the soil by crops had been wévitaced, ‘2 
The total tax bill against farm real estate, 
which was %565,000,000 in 1929 and %$365,000,000 in 1935, 
showed the first slight increase in 1956, being estimated 
at from*two to four per cent above the latter figure. From 
19135 to 1929 the tax curve had mounted to a peak repre- 
senting an increase of 141%. At that peak an average tax 
of $1.27 per acre obtained through the Hast North Central 
States; in New Jersey farm real estate taxes averaged $2.80 
per acre; in Massachusetts the average in 1929 was $2.20. 
Since the drastic fall of farm income beginning in 1929 
the tax burden has steadily diminished. Between 1929 and 
1934 the decrease in taxes throughout the United States 
(2) 


averaged 36% per acre. 


(1) Seager, Henry R., Practical Probmems in Economics, 
(New York), 19239,) pp. 507-508 

(2) Farm Credit Administration, Fourth Annual Report of 
Federal Credit Administration, 19356, 
(Washington, 1937), pp. 2,3 
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The World Almanac of 1941 gives the following 


interesting table. 


Public Lands of the United states ‘1? 


eee ee eee 


Title passed from United States Acres 

Home steads 285,550, 450 
Cash Sales 419,090,000 
State grants for education or 

other purposes LoL, 215,205 
Canal and river improvement grants 

to states 6,842,921 
Wagon-road grants to states 5,009,188 


Grants to states in aid of railroads 38,208,638 
Railroad grants to corporations 94,239,448 
1,027,065, 908 


Total area disposed of 1,027 , 865, 908 
Pending and unperfected entries 5,098,829 
Title remaining in United States: 
National forests, estimated net 
area of public lands 134,515,000 
National parks and monuments 12,964,592 
Indian reservations 54,781,573 
Military, naval, miscellaneous 
reservations 3,506, 000 
Unappropriated, but withdrawn 199,842,600 
Balance, miscellaneous disposals, or 


withdrawn 4,595,818 
Grand total (exact public land area) 1, 448,500, 350 
The Taylor Grazing Act of 1934 closed the public 
domain to further settlement and subjected grazing on the 
public domain to Federal regulation for the first time. 
Under this act, grazing on 142 million acres of public 
lands in western states is now being regulated by a li- 
cense system, designed to put a stop to destruction of the 


land by overgrazing, (2) 


(1) The World Almanac, (New York, 1941), p. 622 
(2) Lindley, Ernest K., Half Way with Roosevelt, (New York, 
1937), pp. 145-146 
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By authorizing the Secretary of the Interior 
to permit homestead entry only on suitable lands, the 
Taylor Bill provided a Meigs means of preventing unwise 
settlement of public domain.. Much was done by the states 
to promote sound methods of land use, zoning, helping to 
prevent unsuitable or hazardous settlement in some instances. 
Wisconsinadopted zoning ordinances in some of its cut-over 
counties and several other states made a Pe tate hid rural 
zoning. 

Under the provisions of Section 208 of the 
National Industrial Recovery Act, the Division of the 
Interior approved plans for fifty-eight projects. Each 
project included from twenty-five to three hundred home- 
steads of from one to five acres in size. These involved 
garden homesteads for industrial workers, subsistence home- 
steads for stranded industrial groups, and subsistence 
homesteads for agricultural groups. For the last, sub- 
marginal areas of the old cotton belt, of the cut-over lands 
of lake states, and of certain dry farming regions of the 
northwest Great Plains, were chosen as demonstration sites, (1) 

A beginning was made in 1935 and 1934 with the 
‘Soil Erosion Bureau in the Department of the Interior, 


which later became the Soil Conservation Service in the . 


oo 





(1) The New International Red Book, Events of 1955, 


~ (New York, 1934), p. 655 
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Department of Agriculture, with a land-retirement progran, 
in the Indian Office, in the Subsistence Homesteads Divi- 
sion, and with the Rural Rehabilitation activities of the 
Federal Emergency Relief Administration. Dr. Tugwell de- 
vised a plan for taking over large areas of sub-marginal 
land on which taxes were in default by offering low interest- 
bearing Federal bonds to states and localities, (2) 

In 1935, all lands were withdrawn from entry ex- 
cept mining claims, to wait until surveys had decided on the 
best use for types of land, and to start the Taylor Grazing 


(2) In 1935 the lJand-retirement and rural- 


Act properly. 
rehabilitation programs were placed in the hands of Dr. 
Tugwell's Resettlement Administration and began to move 
ahead more rapidly. ‘9) 

Soil Conservation Service is helping farmers and 
public agencies to attack a wide variety of physical land 
problems with a view to advancing social and economic con- 
ditions through control of erosion, conservation,of rain- 
fall and desirable adjustments in the use of agricultural 


land. An increasing amount of the Service's work in 1940 


was), and will continue to be, concentrated in local soil 


(1) Lindley, Ernest K., Half Way with Roosevelt, (New 
Mork, 1957), we 15. 

(2) Donaldson, Mac. H., Labor Problems in the United States, 
(New York, 1940), p. 128 

(3) Lindley, Ernest K., Half Way with Roosevelt, (New 
Wore, £957, ) pe LoL 
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conservation districts. These local subdivisions of states, 
organized by farmers under state law, have now been estab- 
lished in thirty-eight states upon request. The Service 
seis into the district and plans an active part in its 
operation program on the land. It helps make preliminary 
surveys and assigns a technical staff to aid the farmers in 
developing and carrying out soil conservation plans. In 
addition, the Service may make equipment available, provide 
seed and seedlings for erosion, control planting and furn- 
ish CCC labor to assist getting conservation work started, 
At the close of the year 1940 erosion control work under 
the Service's guidance in projects, camps, districts, and 
other areas was either completed or underway on nearly 
120,000 farms covering more than 30,000,000 acres and lo- 
cated in every state, Hawaii and Puerto Rico. It relieves 
social and economic maladjustments in rural areas by pur- 
chasing land unsuited to cultivation and developing it for 
some better adapted use, such as forestry, grazing or wild 
life. The Service this year purchased approximately 
1,500,000 acres. A total of approximately 11,000,000 acres 
have been purchased under this program. The year brought 

a& great increase in the number of farm forestry projects 
established in predominately agricultural areas. The Ser- 


vice helps farmers build up woodlands both for income 
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product and erosion control. At the same time the farm- 
ers are assisted in the development of conservation plans 
for crop lands and pastures. During the year thirty-two 
projects were started. So far thirty-five farm forestry 
projects have been established in thirty-one states. Under 
the supervision of the Service thirty-nine CCC camps are 
engaged in farm drainage work in eleven states. In addi- 
tion to action on land, the Service is also conducting pro- 
grams of research in soil conservation, flood control, 
drainage, irrigation, ete, (1) 

The following is a quotation from Ogden Mills 
in his book The Seventeen Million on the subject of a wise 
land program: 

"Soil conservation is a national problem. It is 
of universal import. There is no controversy as to the 
desirability of government participation in this field. 
The question is that of merging a long-time national uni- 
versally accepted program with measures having to do with 
temporary farm relief expediencies. I do not believe it 
wise to use the light truck of conservation to haul the 
heavy trailer of farm relief. Each should be independent 
of the other. These aré ways of strengthening farm life. 
There is a wise land use program. We now have farms where 


(1) The New International Events of 1940, 1941 Yearbook, 


Events of 1940, pp. 699-700 
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no farms should be. Land has been plowed that should never 
have been plowed. A lack of a national land policy has 
contributed to an impoverished agriculture. The correction 
of this situation is a legitimate government function. It 
calls for government acquisition or control of abandoned 
and non-productive farm land. 

"Instead of a blanket program carried out accord- 
ing to dictates from Washington, it should be made suffi- 
ciently flexible to fit local conditions and to supplement 
state and local plans of zoning, land purchase, or refores- 
tation. We must not permit the weight of Federal funds to 
continue to dictate policy, and to dominate action in mat- 
ters of so vital concern to state and local dounmeithes."*"? 

With all their faults the homestead laws estab- 
lished millions of people in their own homes and were a 
major factor in settling part of the West. Vast areas 
still remain. 

Rural .settlement projects are intended to move 
farmers from places where they cannot make a good living 
and to start them where they can. The Matanuska, Alaska, 
project has been the most advertized. Senator Byrd's report 
that their expense is prohibitive, was not unexpected. But 
even so, it may prove cheaper in the long run than straight 


(1) Mills, Ogden L., The Seventeen Million, (New York,1937) 
ppe 115-116 
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péltar. Other settlement attempts to combine small gar- 
dens with part-time jobs have received severe criticism 
as too expensive and as Government subsidy of new, compet- 
ing industries in over-crowded lines. The door they open 
to workmen does not seem as large as that under the old 
Homestead Law, with all its faults. But these experiments 
(1) 


may work out a plan better suited to the times. 


Extension of the Farm Credit Administration 


ee ee 


Drought Relief Loans, 1954-1935 

An act of Congress approved June 19, 1954, appro- 
priated $525,000,000 to be allocated by the President for 
relief in agricultural areas seriously affected by the 
drought. Of the total appropriation $96,785,000 was allo- 
cated to the Governor of the Farm Credit Administration for 
(1) making loans to farmers for and/or (2) the purchase, 
sale, gift, or other disposition of seed, feed, freight, 
summer fallowing, and similar purposes. Later $10,000,000 
of thts amount was transferred to a reserve account to be 
held pending the enactment of legislation authorizing its 
transfer and use for other emergency needs. The adminis- 
tration of these drought loans was assigned to the various 


emergency crop loan offices, under the immediate supervision 


(1) Donaldson, Mac. H., Labor Problems in the United States, 
(Sew York, 1940), pp. 127-128 ~ 
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of the Production Credit Commissioner. The county com- 
mittees and field supervisors functioning in connection 
with the 1954 emergency crop loans were in most instances 
authorized to act upon applications for drought loans. 
Since the local machinery for administering these loans 
was already available, producers obtained funds with a 
minimum of delay, the first loans being disbursed on July 
(1) 


S$, only two weeks after the legislation was enacted. 


Central Bank for Cooperatives 

A Central Bank for Cooperatives with its prin- 
cipal office in the District of Columbia has been organ- 
ized and chartered by the Governor of the Farm Credit Asso- 
ciation. The initial capital stock purchased by the Govern- 
or was $50,000,000. The amount of the capital stock may 
be carried by the Governor as required to meet the credit 
needs of eligible borrowers. Cooperative Assodations ob- 
taining loans from this bank mst own or purchase, at 
the time the loan is made, an amount of stock in the bank 
equal in fair book value (not to exceed par) to {100 per 
$2,000 or fraction thereof borrowed. Stock is to be re- 
tired on payment of the loan at the purchase price, less 


the pro rata impairment, if any. 


(1) The Second Annual Report of the Farm Credit Administra- 
tion, 1954, (Washington, 1935), p. 67 
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If the State law under which a Cooperative Asso- 
ciation is organized does not permit it to subscribe to 
stock in the Central Bank, it must, in lieuof a stock sub- 
scription, pay into a guaranty fund an amount equal to 
the stock subscription it otherwise would have been re- 
guired to make. 

| Loans may be made to a Cooperative Association 
to assist in: 

(1) Effective merchandising of agricul- 

tural commodities and food products there- 

of and the financing of the Association's 

operations; and 

(2) Construction or acquisition by purchase 

or lease, or refinancing the cost of such 

construction or acquisition, of physical 

marketing facilities, for preparing, handl- 

ing, storing, processing, or merchandising 

agricultural commodities or their food 

products. 

Loans to Cooperative Associations for the con- 
struction or acquisition of physical facilities by purchase 
or lease, or for refinancing the cost of the construction 
or acquisition of such facilities, are subject to the fol- 


lowing conditions: 
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(1) No loan may be made in an amount in 

excess of sixty per cent of the value of 

the facilities. 

(2) No loan for the purchase or lease of 

such facilities may be made unless the 

Governor of the Farm Credit Administration 

finds that the purchase price or rent to 

be paid is reasonable. 

The principal of loans for the construction or 
purchase of physical facilities must be repaid upon an 
amortization plan over a period of not to exceed twenty 
years. Interest, of course, must be paid currently. 

In addition to making loans to cooperative asso-- 
ciations, the Central Bank for Cooperatives is authorized 
to make loans to the twelve regional Beuicg for Cooperatives 
under terms and conditions prescribed by the Cooperative 
B ank Cormissioner who is chairman of the board of direc- 
tors of the Central Bank for Cooperatives. 

The law provides that loans to any Cooperative 
Association shall bear such rates of interest as the Govern- 
or of the Farm Credit Administration shall prescribe by 
regulation, but in no case may the interest rate be less 
than three nor more than six per cent per annum. The law 


provides that the Governor shall fix such rates as he deems 
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the needs of the lending agencies require, subject to the 
following provisions: 

(1) In the case of loans made for the 

effective merchandising of agricultural 

commodities and food products thereof 

and the financing of the operations of 

Cooperative Associations, the rate shall, 

as nearly as practicable, conform to a 

rate of one per cent in excess of the 

Federal Intermediate Credit Bank discount 

rate at the time the loan is made. 

(2) In the case of facility loans the 

rate of interest shall, as nearly as 

practicable, conform to the prevailing 

rate on mortgage loans made to members 

of National Farm Loan Associations at 

the time the loan is made, 

The Central Bank for Cooperatives, as well as the 
twelve regional Banks for Cooperatives,may make loans to 
cooperative purchasing organizations as well as to coopera- 
tive processing and marketing organizations. 

After operating expenses, losses, and amounts 
necessary to restore impairment of capital, if any, have 


been deducted from earnings, the Central Bank for Cooperasives 
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must apply twenty-five per cent of the remainder to the 

creation and maintenance of a surplus equal to at least 

twenty-five per cent of capital and guaranty fund. Any 

sums remaining may, with the approval of the chairman of 
the board, be devoted to the payment of dividends which 

shall not exceed seven per cent. 

The Central Bank for Cooperatives may issue de- 
bentures in amounts not to exceed five times its paid-in 
capital and surplus, such debentures to be secured by cash, 
direct obligations of the United States, or notes or other 
obligations discounted or purchased or representing loans 
made under the Farm Credit Act of 19353. 

The Governor of the Farm Credit Administration 
was authorized byt he Farm Credit Act of 1965 to organize 
and charter twelve regional Banks for Cooperatives to be 
located in the same cities and to be governed by the same 
board of directors as the twelve Federal Land Banks. 

The capital stock of each Bank for Cooperatives 
is such as the Governor determines is needed to meet the 
eredit needs of borrowers in the district eligible to bor- 
row under the Act. 

The provisions relative to stock subscriptions 
by Cooperatives borrowing from the regional Banks are the 
same as for Cooperatives borrowing from the Central Bank 


for Cooperatives. 
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Regional Banks for Cooperatives are authorized 
to make loans to Cooperative Associations for the same 
purposes and subject to the same conditions and limita- 
tions as the Central Bank for Cooperatives, except that 
such loans are subject to such terms and conditions as may 
be prescribed by the board of directors of the regional 
Bank with the approval of the Governor. 

The Governor of the Farm Credit Administration 
has the power to prescribe the division of lending author- 
ity between the Central Bank for Coopveratives and the re- 
gional Banks for Cooperatives. It is contemplated that 
loans of less than %500,000 will be made by the regional 
“Banks and that loans of %500,000 or more will be made by 
the Central Bank for Cooperatives. All applications for 
loans in excess of %300,000 will be made to the Central 
Bank for Cooperatives; at the discretion of the Coopera- 
tive Bank Commissioner, those under $500,000 may be referred 
to the regional Banks for final action. 

Provision relative to earnings, reserves, sur- 
pluses, etc., are the same for the regional Banks for Co- 
operatives as for the Central Bank for Cooperatives. Re- 
gional Banks may discount paper with the Central Bank for 


(1) 


Cooperatives. 


(1) Agricultural Financing through the Farm Credit Adminis- 
tration, Farm Gredit Administration Cir Circular, ley S.. oD, 


(March, 1934), pp. 22-25. 
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In addition to the credit service available 
to cooperatives through the Central Bank for Cooperatives 
and the twelve Banks for Cooperatives, the Cooperative 
Division renders assistance to farmers! Cooperative Buy- 
ing and Selling Associations in solving organization and 
management problems and in developing sound financial 
policies. This work is closely related to the credit func- 
tion of the banks, since such service makes borrowing 
cooperatives better credit risks, and assistance to new 
and non-borrowing assodations is a factor in determining 
the ultimate success of the whole cooperative movement. 

Progress is being made in the cases of practi- 
cally all cooperatives in placing them on a strong, self- 
supporting basis. Attention is being given to internal 
operating policies stressing economy and efficiency in 
assembling and merchandising farm products in order to 
increase returns to producers and to improve the financial 
and operating statements of Cooperatives with a view to 
developing effective budgetary control; suggestions and 
counsel are given when requested on organization, member- 
ship, and management problems; and studies are made of 


specific problems confronting Cooperative Associations. 
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For example, during the last year detailed inves- 
a of cooperative marketing problems in the cotton- 
mill areas of the southeast were made by the Cooperative 
Division, and comprehensive reports with recommendations 
for increasing efficiency were prepared for use of the 
associations. A survey covering fluid milk marketing in 
the principal elds woe cities was prepared jointly with 
the National Cooperative Milk Producers! Federation and the 
Cooperative Division to furnish basic information that may 
lead to closer coordination of the associations selling milk 
in those large markets. 

Special business analyses were made of the activi- 
ties of the livestock and wool marketing organizations 
to develop constructive recommendations for reducing operat- 
ing costs. Surveys of the entire livestock production and 
marketing industry in a number of range States have been 
made to provide information for cooperative livestock mar- 
keting agencies. Specialists in the Cooperative Division 
were also instrumental in carrying out the Farm Credit Adminis- 
tration's wool plan which resulted in the orderly marketing 
of wools financed by regional agricultural credit corpora- 
tions and the Federal Intermediate Credit Banks. 

Suggestions were given Cooperatives handling 


fruits and vegetables in the development of a national 
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marketing organization to serve the interest of the 
fresh fruit and vegetable shipping associations, Analyses 
of operating expenses and functions of local farmer-elevator 
cooperatives were made in cooperation with the State 
agricultural colleges in an effort to assist the locals in 
efficient handling of grains. Studies were also made of 
tobacco marketing and recommendations were made to tobacco 
cooperatives to secure greater efficiency in marketing, ‘1) 

Since the establishment of the Central Bank for 
Cooperatives and the twelve banks for Cooperatives, loans 
from the revolving fund under the Agricultural Marketing 
Act have been made to Cooperatives only in instances in 
which a Cooperative may heve balances due from commit- 
ments made by the Federal Farm Board or in certain cases 
in which an additional loan from the revolving fund is 
needed to protect the security behind an old loan or to 
enable a Cooperative to continue in business and eventually 
pay its obligations to the fund. 

Loans outstanding from the revolving fund of the 
Agricultural Marketing Act will be liquidated by the Farm 
Credit Administration as rapidly as possible, but with full 


consideration to the interest of the Cooperatives involved. 


(1) First Annual Report of the Farm Credit Administration, 
1933, (Washington, 1934), pp. 41-42 
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From September 12, 1933, the date of the establishment 
of the Central Bank for Cooperatives, to December 31, 19335, 
repayments to the revolving fund totalled $20,257,765, 
while advances therefrom totalled only $1,458,766. of 
the amount advanced during this period $224,752 were on 
old commitments under which the Farm Credit Administration 
was carrying out obligations incurred by the Federal Farm 
Board. 

On December 31, 1955, loans outstanding from 
the revolving fund of the Agricultural Marketing Act amoun- 
ted to $167,909,885. Of this amount $97,978,310 repre- 
sented loans to the cotton and wheat stabilization cor- 
porations and $69,931,575 to cooperatives. Out of a total 
of $745,768,174 advanced to the stabilization corporations, 
only $450,404,720 has actually been repaid up to Deceniber 
51, 1935. Against the balance advanced but not repaid 
the corporations have been credited with $197,385,144 by 
statutory authority for 844,065 bales of cotton and 85,000,000 
bushels of wheat donated by Congress to the American National 
Red Cross for relief purposes. Congress made no provision 
for reimbursing the revolving fund for this reduction in 
loans outstanding and the fund was, therefore, reduced by 


these transactions. Ultimate losses on the $97,978,310 of 
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loans outstanding to the stabilization corporations have 
not been determined. 

Of the $69,931,575 of loans to Cooperatives out- 
standing December 31, 19355, loans for effective merchand- 
ising totalled $46,327,929, commodity loans totalled 
$10,751,611, and loans on facilities amounted to $12,852,035. 
The effective merchandising loans are for the most part 
short-time loans. Most of the commodity loans are being 
liquidated rapidly by sale of the commodities held as col- 
lateral, but some of the facility loans outstanding will 
not mature for as long as eighteen years. In general, how- 
ever, facility loans mature within ten years and are pay- 
able in ten annual installments. 

The Agricultural Adjustment Act directed the Farm 
Credit Administration to sell to the Secretary of Agri- 
culture all cotton which it owned, or to take the necessary 
action to acquire legal title to the cotton whereby it could 
be sold to the Secretary of Agriculture. This applied to 
all divisions except the Federal Intermediate Credit Banks. 
The revolving fund of the Agricultural Marketing Act had 
loans of $96,232,348, exclusive of interest accrued thereon 
to May 12, 1933, in the amount of $293,024, due from the 
American Cotton Cooperative Association and the Staple Cot- 


ton Cooperative Associations arising from the 1930-1931 
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operations. These loans were secured by 1,128,802 bales 

of spot cotton and 435,900 bales of cotton represented by 
futures contracts. This cotton was sold to the Secretary 
of Agriculture pursuant to the Agricultural Adjustment Act. 
The total sums received for the cotton and other assets 
provided for in the Act reduced the $96,252,348 to 
$52,299,605, of which sums received $31,000,246 was paid 

by the Secretary of Agriculture covering adjustments due 

on the futures in the amount of $221,795 and five cents 

per pound less certain deductions agreed upon on the cot- 
ton netting $30,778,451; $26,407,627 was received from 
Section 220 National Industrial Recovery Act; and $6,524,870 
was received from liquidation of other assets. The price 
received was 94 cents per pound, of which 5 cents per pound 
was paid by the Secretary of Agriculture. The Secretary of 
Agriculture withheld $1,619,918 of the purchase price of the 
cotton until May 1, 1954, from which to pay any adjust- 
ments that customarily follow the cotton. This arrange- 
ment was to be terminated May 1, 1954, and the balance re- 
maining would be paid to the Farm Credit Administration. 

In addition to the foregoing, futures contracts covering 
19,300 bales of cotton were transferred to the Secretary of 


Agriculture. 
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Interest rates on loans made by the Federal 
Farm Board range from one-eighth of one per cent to 
three and five-eighths per cent in accordance with the orig- 
inal provisions of the Agricultural Marketing Act. In in- 
stances in which new loans are made by the Farm Credit Ad- 
ministration from the revolving fund of the Agricultural 
Marketing Act, four per cent is charged on effective mer- 
chandising loans and 44% on facility loans to conform to 
the rates charged by the Central Bank for Cooperatives and 
the twelve banks for cooperatives under the Act as amended. 
In proper cases where extensions or modifications of pro- 
visions of outstanding loans are granted, the interest 
rates on such loans are revised to conform with the new 


(1) 


rates. 


Federal Credit Unions 

The Federal Credit Union Act, approved June 26, 
1934, authorized the organization of Federal credit unions 
under charters issued byt he Governor of the Farm Credit 
Administration, who is also responsible for approving their 
by-laws and prescribing regulations for their operations. 
Credit unions are cooperative thrift and loan associations 


designed to supply their members with a simple and convenient 


(1) First Annual Report of the Farm Credit Administration, 
1955, (Washington, 1934), pp. 54-56 
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system for saving and to make it possible for them, with 
their own savings and under their own management, to meet 
their short-term credit requirements at reasonable rates 


of interest. 


Membership 

Membership in a credit union is limited to per- 
sons having a common bond of occupation or association, 
and to groups within a well-defined neighborhood or rural 
district. Each member mst subscribe for at least one 
share of $5.00, payable either in cash or in installments. 
He may also save in larger sums. In addition, each member 


is required to pay an entrance fee of twenty-five cents. 


Loans 

Loans may be made to members only, for a period 
not to exceed two years, and must be for provident or 
productive purposes. An unsecured loan may not exceed %50 
in amount and no loan may exceed $200 or 10% of the unin- 
paired capital and surplus of the credit union, whichever 
is greater. Surplus funds may be invested only in United 
States Government obligations or in securities fully guar- 
anteed as to principal and interest by the Federal 


Government, 
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Management 

The management of qa Federal credit union is 
entrusted to a board of directors of not less than five 
members; a credit committee of not less than three members; 
and supervisory committee of three members; not more than 
one of whom may be a director. All these yersons are 
chosen by and from the members at their annual meeting, 
each member having one vote regardiess of the number of 
shares he may own. 

The first Federal credit union was chartered 
October 1, 1954. By the close of the year seventy-eight 
applications for charters had been granted in twenty-two 


(1) 


states. 


Emergency Crop and Feed Loans 

Loans made by the Emergency Crop and Feed Loan 
Section of the Farm Credit Administration were authorized : 
by Executive Order of the President, February 28, 1936. 
The order allocated $37,000,000 for this purpose. Under 
terms of the order the Governor of the Farm Credit Adminis- 
tration was authorized to make loans to farmers and stock- 
men for the purpose of financing the fallowing of land, the 


production and harvesting of crops, and the purchase and 





(1) The Second Annual Report of the Farm Credit Administration, 
1954, (Washington, 1935), pp. 76-77 
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production of feed for livestock. It prescribed that the 
amount which may be loaned to any one borrower should not 
exceed $200. This amount later was increased, by amend- 
ment, to $400 in the instance only of winter wheat loans. 
Improvement in fall planting conditions in western wheat 
areas, following the summer drought, prompted this addi- 


tional financing. 


Loans 

Loans for crop production were secured by a first 
lien--or an agreement to give a first lien--on all crops 
of which the production or harvesting was financed, in 
whole or in part, by the proceeds of the loan. Loans dis- 
bursed for the purchase or production of feed for live- 
stock are secured by a first lien upon the livestock to be 
fed. 

In administering the 1936 loan the Emergency 
Crop and Feed Loan Section followed the policy of giving 
preference to farmers whose cash requirements were small, 
or restricting loans to farmers who could not obtain credit 
from other sources, and of refusing further credit to 
farmer-borrowers who had not shown good faith in connec- 
tion with former loans--specifically, who had made un- 
authorized use of the loan proceeds or had failed to repay 


when able to do so. These loans were limited to the 
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actual amount needed by the applicant to finance his crop 


or livestock operations. (1) 


Improvement in Circumstances for Farm Credit Administration 

The year 1956 saw the Farm Credit Administration 
operating under two favoring circumstances. One, quite 
outside its own initiative, was the very definite turn of 
the Nation's agriculture away from the distressed mnditions 
of the past six years. The second, following logically 
upon the first factor and in a large sense the result of 
three years' concentration upon emergency problems, was 
that for the first time since the Farm Credit Administra- 
tion began to function it was left free to pursue the pri- 
mary, long-view purpose for which it was designed. 

The Farm Credit Administration devoted the year 
1936 chiefly to realiming its position to bettered national 
circumstances, to refining and simplifying methods of pro- 
cedure, building more solidly its relationships with 
stockholders, and assisting them in assuming greater res- 
ponsibility in the operation of the several credit units in 
which they have a financial as well as a community interest. 
The first three years were devoted to salvaging and build- 


ing; 1956 was a year of consolidating. Emergency work, 





(1) The Fourth Annual Report of the Farm Credit Administration, 
1¥s6, (Washington, 1937), p. 72 
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\ 


which had been so compelling from 1935 through to the end 
of 1935, had been resolved to loans made by the Land Bank 
Commissioner, extensions, deferments, and interest reduc- 
tions on such loans in drought areas and to the administra- 
tion of congressional grants for seed and feed loans. 

A marked falling off in all types of emergency 
credit extension during the year was a certain evidence 
of the disappearance of the financial stress marking the 
years 1929-1955. A positive side of the picture was pre- 
sented by the 1936 activities of the banks for cooperatives, 
the intermediate credit banks, and the production credit 
associations. A marked increase in the volume of business 
done indicated improvement in agricultural conditions as 
well as in the credit rating of cooperatives and individual 
producers alike, 

The business of the twelve Federal Land Banks for 
the year 1936 continued to show a marked decrease from that 
of the year before; even as the volume of loans closed in 
19355 indicated a lessening of the pressing need for re- 
financing which reached its height in 1934. The number of 
applications for mortgage loans--for all purposes--dropped 
from 162,968 during 1935 to 84,030 received up to December 
S61, 1956. Land Bank loans closed during 1936 totalled 


26,562, representing a volume of $109,170,000. In 1935, 
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58,968 loans for $248,671,000 represented the year's tran- 
sactions. Acting as agents for the Land Bank Commissioner, 
the banks closed 38,929 loans for $77,258,000 in the last 
year. 

The peak month in the depression period of re- 
financing farmers threatened with foreclosure--March-- 
registered a volume of Federal Land Bank loans closed of 
over $89,546,000. During the first nine months of 1936 
the total of land bank loans closed was only $39,664,000. 

Though devastating drought exacted its toll over 
large sections of agrarian United States during the year, 
the fundamental soundness of the Farm Credit Administra- 
tion's structure was demonstrated by the circumstance that 
throughout the country as a whole there was an increase 
in principal payments upon loans. 

As of December 31, 1956, the Federal Farm Mort- 
gage Corporation had is sued $1,631,552,000 of its bonds, 
of which $209,367,500 had been retired. On this date out- 
standing Land Bank Commissioner loans totalled $836,778,000. 
Land Bank bonds held by the Corporation through purchase or 
exchange totalled $761,130,000 on the same date. During 
1936 the twelve Federal Intermediate Credit Banks were 
enabled to continue the previous year's noteworthy service 


to agriculture. Favorable conditions in the financial markets 
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permitted the sale of the banks' consolidated debentures 
on the lowest interest cost basis since their organiza- 
tion, thus making it possible for them to maintain a 

two per cent discount rate in the continental United: 
States. Loans and discounts of the Federal Intermediate 
Credit Banks during 1936 totalled %381,661,000, compared 
with $414,156,000 for 1935. 

The volume of business done by the 551 produc- 
tion credit associations over the year 1956 registered a 
marked advance over that of the prior year. Loans closed 
during the year totalled $228,090,000, compared with 
$196,306,000 disbursed in 1935. 

The Central Bank for Cooperatives in Washington 
and the twelve district banks of like character--one in 
each Farm Credit Administration district--continued during 
1936 expanding their credit service to cooperative market- 
ing and purchasing agricultural associations and farm ser- 
vice business associations, such as mutual insurance and 
water companies and farmers! land terracing cooperatives. 
Their volume of advances on commitments increased from 
$66,348,000 in 1935 to $81,294,000 in 1936. During 1936 
repayments to the revolving fund aggregated $36,270,000. 


On December 31, 1936, $121,762,000 of loans were outstanding. (1) 


ee ene ee eens, arate a 


(1) The Fourth Annual Report of the Farm Credit Administration, 
ashington, Tov), pp. 1-12 
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Farm Credit Act of 1937 

Aside from the emergency fefinancing of farm 
mortgages during the years 1955-1935, nothing of greater 
significance has occurred in the history of the Farm Cred- 
it Administration's operations than the passage by Con- 
gress of the Farm Credit Act of 1957, which assures the 
permanency of the fundamental cooperative ideas under- 
lying them. 

The Farm Credit Act of 1937 approves the group- 
ing of neighboring national farm loan associations under a 
common board of directors. A single board serves for each 
association voluntarily subscribing to this arrangement. 
Among other provisions of the Act is one which provides 
for the annual payment by each Federal Intermediate Credit 
Bank to the United States of a franchise tax of 25% of its 
“net earnings remaining after provision for expenses, 
losses, and reserve requirements for the fiscal year. To 
provide a broader designation of the twelve Federal Land 
Bank districts and one which would embrace allfour per- 
Siero t units in those districts the new legislation changed 
their name to "Farm Credit Districts", 

The downward curve of applications for Federal Land 
Bank loans, which began in 19354 with diminishing require- 


ments for refinancing under the stress of the depression, 
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continued through 1957. In that year the total volume 

of Federal Land Bank loans closed was $63,902,000. On 

the last day of the year the twelve banks had 655,776 loans 
outstanding for $2,035,307,000. 

Notwithstandins renewal of drought conditions 
over some already long-afflicted territories and a marked 
price drop in many staple farm commodities affecting wide 
areas, collection on Federal Land Bank loans continued to 
improve during 1937. The Farm Credit Act of 1957 estab- 
lished a provision for the making of "conditional pay- 
ments" on land bank loans. Under terms of this enactment 
a borrower finding himself with a comfortable surplus at 
harvest time, or other occasion, may make a conditional 
payment with the Federal Land Bank holding his mortgage, 
out of which future maturing installments shall be drawn. 
The unused balance may draw interest until such time as 
it has all been applied to loan payments. 

The Act establishing the Federal Farm Mortgage 
Corporation was amended by the Farm Credit Act of 1937 to 
permit extensions on its loans when, inthe judgment of the 
directors, conditions justify such action. 

During its regular 1937 session, Congress for the 


first time established a temporary emergency interest rate 


for Commissioner loans comparable to the temporary interest 
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reduction on land bank loans which had been effective for 
three years past. By this legislation, interest on Com- 
missioner loans was reduced from five to four per cent 
per annum for interest payable on installment dates oc- 
curring during the two-year period ending July 21, 1939. 

The outstanding feature of activity for the 
banks for cooperatives during 1957--and one having very 
lively interest for agriculture generally--was the Nation- 
wide survey of all farmers! cooperative associations which 
was undertaken by them. 

An act of Congress approved January 29, 1937, 
authorized the year's emergency crop and feed loans to 
farmers and livestock men and appropriated $50,000,000 to 
cover disbursements on such loans. The act prescribed 
$400 as a maximum loan to any single Gotvewce. 

The program of decentralizing the cooperative 
farm mortgage system begun in 1935, neared completion dur- 
ing 1958. Under this program the national farm loan asso- 
ciation; are placing their operations on a self-supporting 
basis and are taking the necessary responsibilities in mak- 
ing new loans and servicing old ones as was intended, but 
never entirely realized, by the original Farm Loan Act in 


1916, (2) 


(1) The Fifth Annual Report of the Farm Credit Administré- 
tion, 1957, (Washington, 1938), p. 1-12 

(2) The Sixth Annual Report of the Farm Credit Administra- 
tion, 1938, (Washington, 1939), pp. 203 
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A Nation-wide survey of farmers! cooperative 
associations conducted jointly by the Farm Credit Adminis- 
tration, the district banks for cooperatives,and about 
thirty state agricultural colleges and universities was 
completed during 1938. This survey, covering the 1956- 
1937 marketing period, showed more than 15,500 farmer- 
owned and farmer-controlled cooperative associations and 


mutual companies operating in the United States, (1) 


Later A.A.A. Legislation 


In 1954 a number of laws were passed modifying 
and broadening the scope of the original Agricultural Ad- 
justment Act. Thefirst of the amendments was the Jones- 
Connally Cattle Act, approved April 7. This authorized 
an appropriation of $200,000,000 to provide for surplus 
reductions and production adjustments in the dairy-and- 
beef-cattle industries and to support and balance the mar- 
kets therefor; and authorized the appropriation of an 
additional $50,000,000 to be used for relief purchases of 
dairy and beef products and for the elimination of diseased 
dairy and beef cattle. Under this act the A.A.A. program 


for the elimination of cattle afflicted with tuberclosis, 


ee ee 





(1) The Sixth Annual Report of the Farm Credit Administration, 
1938, (Washington, 1939), p;.8°-" 
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Bang's disease, and mastitis, and the 1954 Drought Emer- 
gency Livestock Purchase Program were begun. 

The Bankhead Cotton Act, approved April 21, 1934, 
supplemented the original Agricultural Adjustment Act by 
adding to the voluntary acreage-reduction methods a con- 
trol over the volume of cotton marketed, 

Similar in intent to the B ankhead Cotton Act was 
the Kerr Tobacco Act, approved June 28, 1934. It added to 
the voluntary acreage reduction method a control over the 
volume of tobacco marketed. A Pat was imposed upon the 
sale of all tobacco with respect to which the Act was ap- 
plicable. These two acts were repealed in 1936. 

The Jones-Costigan Sugar Act, approved May 9, 
1954, added sugar beets and sugar cane to the list of basic 
commodities covered by the Agricultural Adjustment Act. It 
authorized the establishment of annual marketing quotas for 
domestically produced sugar and for sugar imported into 
the United States. 

The DeRouen Rice Act provided for a processing 
tax of one cent per pound on rough rice; the elimination 
of floor-stocks tax on clean rice; and the issuance of tax- 
payment warrants to be used to pay the rough-rice tax on 


rice from the 1935 and 1934 crops which had been purchased 
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in accordance with provisions of the rice-marketing agree- 
ments and licenses or which remained in the hands of the 
growers. ¥ | | 
Following the Supreme Court decision on May 27, 
1955, in the N.R.A.-Schechter Poultry Corporation case, 
the AAA was amended with a view to insure its constitu- 
tionality and to strengthen, clarify, and simplify the 
legislative bases of the adjustment program. 

These revisions were accomplished by amendments 
in the form of a new act, approved August 24, 1955, which 
limited and defined the authority delegated to the Secretary 
of Agriculture. Throughout the act he was directed rather 
than authorized atc e i ee facts and to effectuate 
specified correctives if investigations revealed certain 
Des tAorisi, | 

The decision of the Supreme Court in the Hoosac- 
Mills Pei ots January 6, 1956, invalidating the production- 
control provisions of the AAA, necessitated immediate action . 
by Congress to protect the country from the consequences 
of sudden stoppage of the farmers! adjustment programs. 
Congress adopted the act of February 10, 1956, repealing 
the Kerr Tobacco Act, the Bankhead Cotton Act, and the 
Potato Act. In addition, the Supplemental Appropriation 


Act, fiscal year 1936, approved February 11, 1936, appropriated 
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$296,185,000 to meet all the Government's obligations and 
commitments incurred as of January 6, 1936, under the pro- 
visions of the AAA as amended, 

In order that farmers might not be left wholly 
defenseless without any program after the Hoosac-Mills 
decision, Congress inmediately began work on legislation 
to take the place of invalidated parts of the AAA. Sec- 
waens 7 to 17, inclusive, of the Soil Gasteoetet en and 
Domestic Allotment Act were enacted on February 29, 1936 
and became the chief basis for AAA agricultural conser- 
vation programs. On the basis of the new legislation, the 
Agricultural Adjustment Administration entered the second 
major phase of its activity. In this second phase, empha- 
Sis still was ‘placed onthe problem of increasing agri- 
cultural income but the increase was sought primarily 
through payments for the adoption of land uses and farm 
practices which would conserve and build up soil fer- 
tility instead of through the adjustment of production or 
marketing. Direct Federal aid is authorized until January, 
1942. 

the Agricultural Marketing Agreement Act was ap- 
proved June 5, 1957. The act provides for marketing pro- 
grams which operate thnough marketing agreements or orders 
issued by the Secretary of Agriculture under specified 


conditions. 
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The Agricultural Adjustment Act of 1938 was 
enacted on February 16, 1958. With this statute the Ad- 
ministration entered the third phase of its adjustment 
activity. 

Unusually favorable growing conditions in 1937 
and the prospect of excellent crop conditions in 1938 re- 
vealed the inadequacy of the conservation approach alone 
in a series of years of bumper crops. A broader program 
based on control of larger reserves through storage seemed 
distinctly advisable if the problems both of surplus and 
of drought were to be met. This realization is embodied 
clearly in the Ever-Normal-Granary idea, which served as 
the starting point for the 1958 legislation, and which 
sought to combine in one permanent program the constitu- 
tional features of each of the earlier programs. 

The structure of the 1958 act itself serves to 
emphasize the compromise which it affects between the early 
and intermediate legislation. The early sections of the 
act are a legislative strengthening and continuation of 
the conservation programs carried out under the Soil Con- 
servation and Domestic Allotment Act, and the later sec- 
tions set up marketing and storage provisions for control 
of surpluses. The new features of the act lie in the 


Ever-Normal-Granary plan embodied in the provisions for 
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encouraging commodity storage under a certain market con- 
ditions and for beginning a Federal crop insurance pro- 
gram for wheat. 

Among a number of other provisions in the act, 
the following are most important from the standpoint of 
furnishing further kb gislative background for the adjust- 
ment programs: 

1. The act authorizes the Secretary of Agriculture 
to prosecute before the Interstate Commerce Commission any 
freight-rate cases affecting the transportation of farm 
products. 

2.e it authorizes the establishment and maintenance 
of four regional laboratories to develop new uses and mar- 
kets for farm products, <and authorizes not over $4,000, 000 
annually for this purpose. 

5e it extends the time of operation of the Federal 
Surplus Commodities Corporation to June 50, 1942. 

4. It requires Leineneten handlers of the five major 
commodities subject to marketing quotas to record and report 
such information as the Secretary of Agriculture requires in 
administering provisions of the act. 

5. Beginning with the 1938-1939 fiscal year, it re- 


quires division of funds for administering the act, the 


Le 


















-t09 jeizan alsiteg & tobias epetots ‘yetbommos gatgsruoone 


-org Sometuant goto Le«ohbel es patantged TOL beta Sooke £8 | 


ised 10% MBTy 


,tos etd af enoletvorta tedto To soconctce 3 petoma 


is 


to tntochneda add. moet dnsJjaogat Jeonr ote acheter Sao 
«sestt be ed eco! Hote oad ovttatere ton rst getidahoen’ 
te ramenigo%g scam, 
erat Iaot bedia’ Ho yisteiosd ont sexi vontan toz on? 7 on ra 7 ; 
oe ih Rian aa tak stele gnats ete | aoxey niche o% 


TET LO notistzoqsnst? exit Res 20BeD eias “iar ae 


: , ,esenboag 
f: : 4 . : } f 
eoriart tecolem bra theme tidadtee exit cox mont ia $f oS Wi 


=a ree BSEN WOst goLeveb" ot do protazodat Lenotges 0% to 
000,000 £4 tevo jon eositonitue baw .edbuborg arcay x08 ton 


Se ogetase etsy 70% viLasnis 


{atebet ena 79 noigace ~ege to ogttd ods: ahnodxe. *, ike utes _ 


sShCL. Of east 08 nolsotrogrtad nol tSoumod tent | A 


To} Ant ovis. aft. to ate Caren Lato-romng 6 ROTENDOT, at eS me) 
 - 


~y 


dtoqes bas btosee og oad orp. pedicle od. toataue polit ts \ 
oe ee 
‘ 


F sovhunes exngtrolesns to rina ereee an soltemzo Se 

ry © 78 . ‘cea BA aa ol perso fears 
tos edit to anotetvore eet 

; ; Raa 

~ot th ,taet (npatt operates ott ddtw sntantged yt wid ‘al 


‘ees al uae 


ond dor ssl setuedetntmbs 10% . ‘to Bas 5 







es ~ 


agricultural conservation programs under the Soil Conser- 
vation and Domestic Allotment Act, and the diversion and 

surplus removal programs, on the basis of one per cent of 
the total appropriations for eee in the District’ of 

Columbia and two per cent for ee in the States. 

This outline indicates the nature of the evolu- 
tion which is taking place in national agricultural policy, 
The democratic nature of that evolution is evident not only 
in the legislative insistence -that the adjustments be volun- 
tary for the individual, but also in the increasing insis- 
tence that the nature and extent of the adjustments en- 
couraged by the Government be determined more and more by 
the actual needs of the people as a ees The ie teen, 
tural Adjustment Act represents the present culmination of 
the years of struggle which led up to the Adjustment Act 
of 1955 and the years of legislative, administrative, and 
Diedioial experience which have followed, ‘1) 

3 Concessions to farmers are not a mere result of 
the distressed condition of agriculture; more important, 
they show that agriculture has developed political con- 
sciousness. The rebellion of farm groups has threatened 
the political representatives of farm states. Senators and 
See eentetives from our essentially rural communities real- 
ize chat concessions must be made to the farmer or the > 


(1) United States Department of Agriculture, Agricultural 


Adjustment, Agricultural Adjustment Administration, 
1938-1938, (Washington, 1939), pp. 12-21 
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farmer will retaliate at the polls. Inasmuch as the farm- 
ing industry encompasses some 30,000,000 people, an or- 
ganized protest or attempt at political retaliation by 
farmers is bound to intimidate any existing administration 
in this country. 

Many people question the justice of attempting 
to help the farmer. Some of them declare that the project 
violates the American traditions of democracy and indi- 
vidualism. Some claim that the action of the AAA is really 
out of harmony with the spirit of the Constitution. Inas- 
much as the Supreme Court of the United States supports 
the activities of the AAA, these critics say that the Su- 
preme Court is being intimidated by political pressure. 
Some go farther and declare that the farmer should be left 
to help himself. If the farmer cannot learn to cooperate, 
they say, if he cannot bring down his costs, if he cannot 
practice scientific farming and as a result obtain profit- 
able prices, he should close up shop. ‘) 

In his book, The Seventeen Million, Ogden Mills 
make the following observation on this matter: There is 
no occupation to which the doctrine of individualism ap- 


plies with greater force. By its very nature, agriculture 


(1) Atkins, Willard E.,Friedrich, A. A., and Wyckoff, Viola, 
Economic Problems of the New Deal, (New York, 1934), 
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“is individualistic. Here we have no intricate corporate 
structures, no great aggregations of capital, no mass | 
Stgadetion. The farmer is a am individualist. He 
will be the last among us knowingly to surrender this liberty. 
But if he is Fo. eseies his individuality and his liberty, 
aime is eee become a ward of the Government, if ne is 
to continue lord of his own farm, he too must accept he 
mainspring of free enterprise, the competitive principle. 

Once comparable efforts are rewarded in agriculture to the 
same extent as in other ipeeseraes, the farmer mast go ahead 
under his own power--sink or swim, (1) ~ 3 

In contrast, the farmer's,defenders point out 
that the Government has not hesitated in the past to help 
the itirona, the shipping and the airplane industries, 
through subsidies, direct and indirect. It has assisted 
manufacturing through tariff legislation. During the cur- 
rent depression it has helped to keep banks and insurance 

- companies from failing. Why then, they ask, should the 
Government hesitate to help the farmer? Farming consti- 
tutes a direct means of subsistence for practically 
50,000,000 of our population. These -30,000,000 people 
have suffered mich, they find it difficult to organize and 


to act in concert in the manner of many business groups. 


(1) Mills, Ogden L., The Seventeen Million, (New York, 


1937), pp. 105-106 
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They mast be saved from the results that would follow 
inevitably from their dependence upon individual action. 


Thus runs the argument of those who favor helping the 
(1) 


farmer. 


(1) Atkins, Willard, E., Friedrich, A. A., and Wyckoff, Viola, 
Economic Problems of the New Deal, (New York, 1934) p. 31 
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Despite the improvement in agriculture since 1932-- 
the rate of farm bankruptcies in 1959 was the lowest in eigh- 
teen years--many paint a rather gloomy picture of certain farm 
areas. The price of hogs is unusually depressed, and large 
surpluses of cotton and corn have accumulated. After a spurt 
at the outbreak of the war, farm exports have déclined twen- 
ty per cent, except for cotton, and many prices have fallen 
drastically. 

Moreover, many states in the Middle West continue 
to feel the effects of the droughts of 1954 and 1936. Wide- 
spread poverty still exists in many rural areas, particularly 
the South. It is difficult to determine the actual differ- 
ence in income between farm and city; nevertheless it seems 
clear that the average farm family has fewer and poorer schools, 
libraries, and similar benefits than city folks. 

The Seventh Fortune Round Table expresses the be- 
lief that by itself no agricultural legislation can give to 
the farmer the income he desires. Farm income today remains 
lower than in 1929, because the farmer has lost part of his 
former market on account of the industrial depression and the 
international situation. The loss of such markets, unaccom- 
panied by a proportionate reduction in output, explains why 
farm prices remain comparatively low. Government can adminis- 


ter temporary aid, but the farm population as a whole cannot 
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materially Pareeade its income until industry provides a mech 
greater degree of full employment. 

Agriculture suffers also from a structural defect. 
Divided up into about seven million farm units, American farm- 
ers have not devised methods of organization enabling them 
to adjust production and marketing in relation to price as 
effectively as do industry and organized labor. The out-of- 
pocket expenses of industry are usually larger than those of 
agriculture; and when goods cannot be sold at a price suf- 
ficient to return the cost of labor and materials, industry 
inevitably reduces production. A farm family, in contrast, 
furnishes most of the labor and has no great payroll to meet. 
Rather than see existing land, machinery, and labor remain 
idle, most farmers continue to produce even at a very low 
return on their labor. Usually the farmer, moreover, loses 
all control of his product as soon as it leaves the farm, un- 
like many manufacturers. (1) 

Down almost to the end of the nineteenth century 
the prevailing economic philosophy of the American people was 
one of laissez faire, of unrestricted individualism. With 
practically free land and apparently boundless national re- 


sources the economic virtues called for were initiative, 


(1) Fortune, Agricultural Policies and National Welfare, 
July, 1940 
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enterprise, energy, and skill to develop these resources 

and to convert the raw land and materials into consumable 
wealth. So long as here was enough for all, no disposition 
was manifested to curb the activities of the enterprisers who 
were building railroads, drilling oil wells, opening mines, 
cutting lumber, ranging the public domain, and in other ways 
building up their fortunes. But in the inevitable clash of 
conflicting interests that developed, protests began to be 
raised against the less defensible practices of these des- 
poilers, and when the first national inventory of our natural 
and human resources ever made revealed a startling depletion 
of our patrimony, the protests swelled into a cry for regu- 
lation and control. 

The first protests after the Civil War had been made 
by the farmers who felt themselves aggrieved by high freight 
rates and who demanded public regulation of the railroads. 

To no group has more governmental assistance been 
granted than to the distressed farmers, both by the guarantee- 
ing of easy credit through the Land Banks and the organiza- 
tion of more efficient marketing agencies through the Farm 
Board, and by helpful advice and guidance through state agri- 
cultural colleges and experiment stations and county advisors. 
Even industry, usually distrustful of government interference, 


has long accepted tariff favors, and is now learning to demand 
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assistance from the increasingly efficient service of the 
Department of Commerce in marketing in foreign fields its 
growing surplus of manufactures. ‘1) 

While an unrestrained policy of laissez faire has 
permitted the growth of some undesirable features in the po- 
litical, social, and economic organism, there are many and 
hopeful evidence at present not merely of the recognition of 
the need of public regulation, but of its actual application. 
There is also a growing sense of responsibility on the part 
of the average citizen and man of wealth. 2) 

The farmer at one time was self-sufficient. He not 
only produced his own foodstuffs, he produced his own fabrics 
and clothing. Weaving and knitting were as much the activi- 
ties of the homestead as farming. Sheep furnished him wool, 
the cattle he slaughtered furnished him leather, a wood lot 
furnished him fuel for heat and cooking. The farmer of the 
past, in most instances, spent the part of the year when farm- 
ing operations could not be performed because of the season, 
operating grist-mills or lumbermills, or working at some craft 
or trade. Such a life had only the insecurities which nature 


itself seems to impose upon human activities, and the possible 





a 





(1) Bogart, Ernest L., Economic History of the American People, 
’ Tiiew York), iost, pp. 772-774. 
(2) Boid, p. 783 
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damage from storm and drought, from locusts and hail, was 
reduced by storage of supplies and diversification of pro- 
Guction. The threat of dispossession and unemployment which 
the dependence of the farmer upon the cash market has brought 
into farming was then unknown. Today farmers have abandoned 
not only the production of fabrics and clothing, but on about 
twenty per cent of the farms in the country there is not even 
@ cow or a chicken, on thirty per: cent there is not a single 
hog, and on approximately ninety per cent not even one sheep. 
What is more, on many of the farms in our banner agricultural 
states no gardens are kept and almost every article of food 
is purchased at the store. If the unemployed of the cities 
turn to that kind of farming, they will merely have exchanged 
one kind of economic insecurity for another. What is called 
subsistence farming, however, is a step, though only a step,in the 
right direction. (2) 

There have always been migratory agricultural work- 
ers following the crops in this country, but the new migrants 
are different. Those of earlier days were single men, who 
liked to be on the move, who chose a mobile way of life, who 
had no desire to settle down and fit themselves into a com- 
munity social scheme. The new migrants are evicted American 


farm families who want to get another piece of land more than 


(1) Borsodi, Ralph, Flight from the City, (New York, 1933), 
pp. 125-126 ~ 
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anything else in the world, but instead find all the good 
land grabbed by the big fellows who grudge them thirty cents 
an hour or less for helping with the harvest. 

Investigations and revelations, set off by Stein- 
beck's Grapes of Wrath, which spotlighted the problem as 
Uncle Tom's Cabin did that of slavery, have recently revealed 
this clearly as a national problem. Senator Robert M. La- 
Follette's subcommittee of the Senate Education and Labor 
Committee and Representative John H. Tolan's special House 
committee are continuing serious and searching probes into 
the problem. 

These investigations reveal the stark and frighten- 
ing fact that many states are today the scenes of disposses- 
sion, others are receiving great influxes of migrants, and 
still others foresee the early extension of the pattern to 
and within their boundaries. 

The migrants come from poor homes in the Dust Bowl 
and also from rich lands in that most stable of all agricul- 
tural areas, the Corn Belt, where mechanization is estimated 
to have pushed more than six per cent of Iowa's farm families 
off their land in the last three years. They come from the 
Cotton Belt, the Wheat Belt, from all areas. 

Many are the causes of this exodus. ‘The waste and 


exhaustion on our soil through overgrazing and one-crop planting, 
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unchecked for more than a century, made thousands of acres 
ready victims to drought, dust, grasshoppers, wind, and flood, 
which destroyed them for any owners. Much of the land settled 
in the northern part of the lake states was poor to begin with, 
and this has been the real problem in that region, rather than 
erosion. In the years 1930 to 1939 more than one and a half 
million farms were lost by their owners because of inability 
to meet mortgage or tax payments. This represents more than 
one quarter of all the farms in the United States. 

But outstanding among all causes contributing to 
the present agricultural problem of the dispossessed is the 
mechanization of American farms. 

Because farming was a hand industry, the demand for 
farm laborers was great. This demand was met in large part 
by slavery and the indenture system, but free .workers were 
also employed as farm hands. ‘They were paid almost as much 
as tradesmen in some cases. The usual rate for a day's work 
on the farms in the years 1830 to 1840 was $1.00 for a "sun- 


(2 


rise to sunset" day. From the doggedly persistent struggle 
of organized labor to break down the "sun to sun" workday to 
the serious consideration of a statutory 50-hour workweek runs 
the century's record on hours of labor. The thirteen and four- 
teen hour day was practiced and accepted as a matter of course 


(1) United States Department of Labor, No. 605 Revised Edition 
Bulletin of the Bureau of Labor Statistics, Labor Through 


the Century, 18335-1933, (Washington, 1934), p. 11 























: , ‘a . v4 . 
if ps 
a i a. - an 


eee oe iy 
" a ce 


aetos to abnseyodt sham .vusdneo s° madd extm aot resend 





oolt bus .batw .cxreqqataests pick say Jrarotb: of eacttoty chat 
belisee baal ed¢ to dex ecenwo Yous tot met beyorteoh dotdw 

~itiw atoed ot s00q sew séiate easel oft to dese mredsion edd a 

net torides ,notges tart at meldoig [set odd seed ead etay’ ba 

tladt e has smo mat etom C6CL of Cael BTBey edt mea 
vilflidant to eaysoed 2etenwse todd va deofexew amret sot | 

aadt etom etnecsetqes cil ,aetnemaveq xe2 <o egsydrom. doont! ot 

; -203ade hostel ocd st amo ont Ite to aédaawp oie 

od agnitmdtatmes aseyeo [fs -goome antbastedso dra ~~ 151%) wid ‘ 

eit ef beraecacqath edd ‘to meldoi Lewdivotsgs. snonoag pdt | 

,anrst saottemA to. nolvastassoont | 

| sot baameb oft ,yutevbal boad a caw E corhe waWnsee a. fee 
: tisq ogistl aivtem caw Brenob eld? ~t897% 2nw seus de 
etew ertettow, sett tud’ meters ewinebalt: edd: ‘baa ae 

osm ee teomfe Slag etew yedT er atte t as beyolams: o 

Meow o: ‘yah & tot eter [sven welt geeesss onron’ at: sane BJ 


-sue" 8 tot 00,18 eaaw OSBL ot OSBL etaey odd mb gota orf at 4 
efzgutse tnedgeteregq yibeggob edt mot AD) eb) Mtonae ote 


Al 


oF yebiiaow Verrsa ot coe" ant dwob trod ot nent sn cu ‘a . 
, est doowltow uwod-08 yrotudate a “toe no hjaxebtenoo st 
; tl ‘ie, 


-qo0l bus seedridd off .codal to ertHod ee ets Sox 


Vai, 


; eeivos to tedésm 2 8s Besqaoos bas bos 


" ' ea: i. % 
+ gotdted beatver 608 .om) prods 20, 
igrowly sodeJ soisessade 


a oe sae £ qqeudaed 












- 216 - 


in the early days because agriculture, predominantly the basic 
“industry, set work is @urta siti. ie 

The typical farm in the traditional American sense 
has always been the "family-size farm", ranging from forty to 
one hundred and sixty acres, worked by its owner and his fami- 
ly, with possibly a hired man, treated as part of that family. 
Today, found in increasing numbers throughout the United 
States are large industrialized concerns, often corporately- 
owned, with huge acreages handled by hard-headed business men 
frequently without previous experience in farming, which use 
many machines, few work animals, and few humans except in peak 
harvest time, when great hordes of "laborers" are temporarily 
employed. 

Large-scale farm managers, unable to regulate other 
overhead charges such as transportation of produce to markets, 
rent, interest, power and water, fertilizer and machinery, 
insist on their right to control wages and to hire and fire 
arbitrarily to meet fluctuating economic conditions. They beat 
down hourly rates of pay by recruiting an excess of labor and 
accepting those who will work for the least. They demand the 
release of "reliefers" from WPA and relief rolls to work for 
whatever wages they wish to pay, and they often prefer migrants 
over resident laborers because migrants will be "glad to find 


a home job" and are also less likely to be unionized. The 


eee) United States Department of Labor, No. 605 Revised Edition 


Bulletin of the Bureau of Labor Statistics, Labor Through 
The Century, 1833-1933, (Washington, 1934), po. 17 
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managers themselves are organized in associations which con- 
trol labor policies, but they brand any attempts of their 
workers to organize as the activities of "reds", "radicals", 
and "“commnists", This attitude makes for an antagonism be- 
tween employer and employee and provides no possible basis 
for understanding or negotiation. 

How does mechanization work to make possible so 
drastic a change in the farm picture? The following is a quo- 
tation from Factories in the Field by Carey McWilliams: 

The annual report of the Associated Farmers for 
1937 contains several significant statements. The organization 
was formed, according to the president,"to fight Communism, 
but today, by force of national developments, it is neces- 
sarily opposing unionization of farm labor on any basis." 
Continuing, he states that "The program of the organization 
is being converted from a defensive to an aggressive plan of 
action. We cannot wait until racketeers begin organizing the 
packing houses and the pickers in the fields. We must oppose 
them now, before it is too late." The organization, he said, 
no longer regards itself as a temporary group formed to meet 
an emergency, but as a permanent organization dedicated to 
prevent the unionization of farm labor. "If the fight wines 
out our entire crop, it would be cheap." The new offensive 


to 
program could not be explained/the members for "strategic 
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reasons" but they were asked to accept it implicitly on the 
"good faith" of the leaders, ‘+) 

Recent developments in manufacture of small, all- 
purpose tractors at low cost have been the important means 
of changing farm sizes, operations, and employment. The 
Farmall tractor, applicable to all field operations, need- 
ing few men to handle it and designed as a complete replace- 
ment of horses, was introduced in 1924. In 1933, a smaller 
and cheaper Farmall was put on the market, and even less ex- 
senseve ones have appeared since. 

Thus, in the last seven years small farmers--both 
tenants and owners--able to buy these all-purpose machines-- 
have found themselves equipped to expand operations while 
cutting their human help. 

Tractors are moving throughout the Southeast. Word 
is passed from cabin to cabin, from the Georgia cotton fields 
to the Carolina sea islands, north to the Alabama and Tennes- 
see hills, and west even to Louisiana, Mississippi, and Arkan- 
sas, that the only work for the obscure, disheartened, and 
landless people of the area will be in the wake of the machines 
in harvest time. Then they will work for a pittance from 


"ean to can't". In all the agricultural areas of peninsular 





(1) McWilliams, Carey, Factories in the Field, (Boston, 1939) 
pp. 262-265 
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Florida, development of large-scale industrialized farming 
is under way with tractors, gang ploughs, dusting by air- 
planes, thousands of acres under intensive cultivation, and 
Migratory labor forces hired under pitiful conditions. 

In wheat areas of the nation, tractors and com- 
bines have taken over the fields, stepping up acreage that 
can be handied by one man, and one unit of power and machin- 
ery, from 200 to 800 acres. 

The Bureau of Agricultural Economics states that 
a conservative estimate points to the displacement of 350,000 
to 400,000 more workers in agriculture in the next decade by 
the adoption of machines which have already been developed. 
With an average family numbering 4.5 persons, these displaced 
workers will have between 1,225,000 and 1,400,000 dependents 
affected by their plight. 

Figures recently submitted to the Temporary Nation- 
al Economic Committee, investigating the migrant problem, 
clearly show the shift of farmers! money into machines rather 
than wages. 

This, then,is the situation, these are the conditions 
that the Federal Government and State and local agencies are 
seriously investigating today. The questions--now that the 
unhappy, shameful picture is growing clear--are "What can be 


done?" and "Who should do it?" 
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In placing responsibility, it seems pertinent to 
ask, "Who needs these people?". Certainly those to whom 
they are important should share the burden of their subsis- 
tence. The answer, of course, is obvious. They are needed, 
at least a certain number of them, by an agricultural system 
which freely admits its dependence upon large bodies of labor 
for very short periods of time. They are also needed, all 
of them, by government--national, state, anda local--as good 
citizens rather than sore plague spots breeding disease, so- 
cial unrest, and delinquency. ‘thus it becomes a problem to 
be solved by government and large-scale agriculture in part- 
nership. The latter has shown little inclination to help 
as yet. 

Vigorous action along several broad lines of at- 
tack are needed. First, we mst push the development of good 
new land for the farmers we shall need in the future who are 
now on poor land, or who are working good land so hard that 
erosion and depletion of soil fertility are becoming problems. 
Second, we must strive to make more secure the tenure of 
farmers who can stay on the land if given an opportunity to 
take advantage of the technical improvements so quickly 
adopted by their bigger neighbors. Third, we mst bring to 
an end the present wasteful, vicious system of exploitation 


of the unprotected, helpless farm laboring population. Fourth, 
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we must face the greatest and most difficult fact that most 
of our disadvantaged rural people must look outside of agri- 
culture for a decent living. In the face of our present ur- 
ban and industrial unemployment, this is a difficult prob- 
lem indeed. 

For the migratory group, the principal problems 
are a place to live and a way of life. There are at present 
many immediate and temporary programs, such as Farm Security 
Administration camps and housing units and grants, and some 
Special health provisions, designed to alleviate the more 
acute distressed conditions. Starved by lack of sufficient 
appropriations, these programs are pitifully inadequate. 
They must be continued and expanded, but for any fundamental 
reform and remedy it seems plausible to make a three-way 
division of the unknown total of agricultural migrants. One 
group will continue in seasonal agriculture as wage laborers; 
one must somehow be resettled to farm for itself; and the 
third group--by far the largest--mst be diverted from agri- 
culture, in which it does not belong and cannot make a living, 
to some other form of livelihood. 

For those who are to remain seasonal laborers the 
first requirements are more security of work and greater sta- 
bility of residence. A program of housing should be worked 


out to permit the laborers to provide homes for their families 
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and schooling for their children while they work from the 
home base, over a reasonable radius, following the crops in 
a systematic and routine way through the aid of accurate and 
complete reporting of harvesting employment possibilities 
and crop conditions. At present, migrants must rely almost 
entirely upon the "grapevine" in deciding where to go next 
to look for work. This, of course, leads to both gluts and 
famines in the labor market. 

For this group, as for all agricultural workers, 
there should definitely be an extension of social-security 
laws, wages-and-hours laws, and the labor-relations act. 
This would undoubtedly ameliorate some of the harsher as- 
pects of prevailing conditions and afford them legal protec- 
tion in partially working out their own solutions to 
difficulties. 

The exemption of agriculture from social legisla- 
tion has greatly aided the large industrialized corporate 
farm, which is enabled to exploit the abundant supply of 
cheap farm labor. (1) Carey McWilliams, in his book, Factor- 
ies in the Field, has given a startling picture of the farm- 
labor situation in California. He feels, however, that in 
spite of the ugly past there is hope in the future. The 


following is a quotation from his concluding chapter: 


(1) Hendricks, Hazel, Farmers Without Farms, The Atlantic, 
(October, 1940) 
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The significance of the present situation is that 
it is now theoretically possible to solve the farm-labor 
problem in California. With the influx of thousands of 
transients, we now have a superabundance of skilled agricul-_ 
tural labor. The race problem has, in effect, been largely 
eliminated. The growers themselves, through their various 
labor exchanges and pools, have demonstrated that the demand 
for farm labor can be estimated with sufficient accuracy for 
purposes of regulating the supply. The migratory camps have 
proved that a measure of stabilization can be achieved or at 
least that large groups of workers can be stabilized within 
a definite area. The introduction of new crops has now made 
it feasible to extend the period of employment almost through- 
out the year, assuming that the supply of labor is regulated. 
But these developments are merely signposts along the way. 
The real solution involves the substitution of collective 
agriculture for the present monopolistically owned and con- 
trolled system. As a first step in the direction of collectiv- 
ization, agricultural workers must be eticanieuy Once they 
are organized, they can work out the solutions for most of 
their immediate problems. They can, for example, regulate 
employment through hiring halls similar in operation to those 
used on the waterfront with such great success. With public 


encouragement and assistance, they can solve most of the 
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immediate problems of housing, education and health conditions. 
A partial solution will be achieved when subsistence home- 
steads have grown up about the migratory camps; such an ar- 
rangement should bring about a large measure of permanent sta- 
bilization. But the final solution will come only when the 
present wasteful, vicious, undemocratic and thoroughly anti- 
social system of agricultural ownership in California is abol- 
ished. The abolition of this system involves at most merely 

a change in ownership. The collective principle is there, 
large units of operation have been established, only they are 
being exploited by private interests for their own ends. Cali- 
fornia agriculture is a magnificent achievement, in its scope, 
efficiency, organization and amazing abundance. The great 
farm valleys of California, rescued from sage-brush and des- 
ert, are easily among the richest agricultural regions of the 
world. The anachronistic system of ownership by which they 
are at present controlled must be changed before the valleys 
can come into their own. That day, as it now seems, is far 
distant. In the meantime, the dust-bowl refugees, unlike the 
pioneers of '49, have made the long trek West to find not gold 
but labor camps and improvised shanty towns. It is just pos- 
sible that these latest recruits for the farm factories may 

be the last, and that out of their struggle for a decent life 
in California may issue a new type of agricultural economy for 


the West and for America, ‘+) 


(1) McWilliams, Carey, Factories in the Field, (Boston, 1939), 
pp. 324-325 


























anctdtbaop Atised bas notdaowbe ,nebeuod to enoidorg edenbot 
-amod eonstatedue codw bovetrion. ed fftw nottsLoe fatd ath : 
-t5 ne dove ,aqmso yaetatp tor iedt deodargy fwory: evadd’s ; - 
-ste, tmenamtey to siueserr egusi s tuods aaitd bisode Joemegaz a E 
ond mendw eico smog) fiiw notdsloe femtd ont tua . olds a2 e 
-itne Yidgsorodd bos ottetoome br .2soholy Lintedesw tn 
-loda el aintotifed at yidersawo, Laved Ivette to meteqe: - 
lorem teom ta sevs owesl metsye elgd to moltilods: eat “wh 
; ,sront ef ,efqtoning evitoelLoo: rT cached mk ¢ + 
‘9% gods vine ,bedelidatse aeed aved ottaego to adtarr 
: -tisd ‘sebno owo xteds. 10% aseoretnk ‘etaviag yd bostotaxe & 
,ogoan att al ,daemeveidos TeG RT LRS AR 8 ef’ ort ino bape 2 
geenty edt .sonebnuds meee bos robdax tres «vo en is 
| feeb baa. degtd-ense mort bevowot aietott ted ako: idetaai: 
eft to enciges [siutivolbags deodots ants Qntome yilese: 
a yorld dotdw yd gisetomme ito motaye olteinowlosns ‘ont — 
f ‘ ere Llav eld etoted hegnads ed teu: beffortacs taeesq 
= AY ef .ameee wom df aa exshidad? 4 two atest: Piss ‘e 
| edd; eolbLews .2eegutet Lwod-denb,ods . _ombdasom | 7 
blog son bati ot: teow dost grok ont oban evad: Baht 
~coq dent, el #2. .emwod ytmarte Deseo ni v 
yam eoltotost met eft Tot or | geet 


etil dasceb # tot olaguite stedy 20: 
















i ae wi sated | aes 


- 225 - 


There exists the necessity for a public policy 
of soil conservation, the need for a mechanism to improve 
farm marketing and reduce erratic fluctuations in farm prices, 
but as for the desirability of government's endeavoring, 
directly or indirectly, to increase farm income apart from 
that of the nation as a whole, is a question. 

The majority of the dirt farmers favor the exist- 
ing agricultural program, Admitting that it might be im- 
proved in certain directions, they do not propose to give it 
up until something better is offered. Other members, includ- 
ing several dirt farmers, fear that instead of really assist- 
ing agriculture, this program is preventing readjustments 
necessary for a healthy agriculture and is injuring national 
recovery as‘a whole. They fear also that the AAA methods in- 
volve serious dangers as to the future of free enterprise 
and democracy. 

Under the Triple A the farmers have been and are 
their own administrators and in the process of administering 


! 


there has been created what is, as Mr. Wallace calls it, “a 


hierarchy"--a farm organization that reaches directly from his 


desk in the Department of Agriculture down to 75% of the farm- 
(1) 


ers and the last rural township in the nation. 


en en ee ee 


(1) High, Stanley, Roosevelt and Then? (New York, 1937), 
Dp. 205 
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The Fortune Round Table as a whole, with one or 
two exceptions noted, unanimously agreed to the following: 
a. Soil Conservation. This mst be a public 
responsibility; the work of the Soil Conservation 
Service is sound and should be extended; farm wood 
lots should be exempted from local taxation; great- 
er emphasis should be placed by the AAA on soil- 
improvement practices and stricter compliance with 
its program if the work is extended. 
2e Production Control. Greater stability of agri- 
cultural prices is desirable; but agricultural prices 
should not be pégged so high as to subsidize compet- 
ing products. Government price-fixing devices and 
schemes to guarantee costs of production should be 
condemned. 
5e National-recovery Conference. The next administra- 
tion should call a conference of farm, labor, indus- 
trial, and other leaders to review all subsidies and 
restrictive devices, with a view to determining what 
contribution each group should make to industrial 
recovery. 
4. Taxation. A commission should be set up to study 
Federal and State taxation, particularly as they af- 


fect the farmer. 
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5. Interstate Trade Barriers. These are condemned 
along with legislation penalizing one domestic ser- 
vice or commodity for the benefit of another. 

6. Restoration of farm exports. This can be at- 
tained at the end of the war through the free flow 
of commodities. 

7. Present rehabilitation and tenancy program. A 
good beginning has been made. 

8. Distribution Costs. All farm and consumer groups 
should join in attacking costs of distributing food- 
stuffs; the system of distributing and pricing fluid 
milk should be improved. 

9. New Industrial Uses. Increased research in dis- 


covering new outlets for farm products is sound, ‘1) 


If we can make good use of each land area, develop 


the idea of small farm-factories, eliminate chain store or 


corporate ownership of farms, establish new and better home- 


steads connected with crops, establish a government subsidy 


of direct farmer to consumer sales, organize the workers, and 


assure them proper hours, wages and working conditions in all- 


year jobs, we shall have gone a long way toward solving our 


problem. 


(1) Fortune, Agricultural Policies and National Welfare, 


July, 1940 
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One of the major objectives of the Farm Credit 
Administration is to assist farm families in reaching the 
status of farm-home owners free from debt. Farmers made 
considerable progress toward this objective in 19359. 

About 618,000 farmers had Federal Farm Land Bank 
loans outstanding on December 31, 1959. The loans totalled 
$1,905,000,000, representing a decrease of about 3.9% as com- 
pared to a year earlier. In seven years since the Farm Credit 
Administration was organized, the total principal repayments 
of all types on Land Bank and Commissioner loans amounted to 
more than %574,000,000. Payments in full have increased from 
less than 3,000 loans in 1953 to approximately 27,000 a year 
am 1959. 

For the benefit of borrowers in distressed areas, 
Federal Land Banks in 1939 suspended all foreclosure action 
on Land Bank and Commissioner loans. By the end of 1939 more 
than 292,000 farmers had become members of their Productive 
Credit Associations. About $75,000,000 was borrowed from 
Federal Credit Unions in 1939. The increase in number, member- 
ship, shares, and volume of business done by the Unions has 
been greater than in the past. Federal Credit Unions have 
now reached the point where instruction of members and per- 
fection of operating practices are as important as further 


expansion. A large share of the efforts of the Credit Union 
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(1) 


Section in 1939 was directed toward these objectives. 
The AAA pilompand became fully operative for the first 
time in 19359. In that year the crop allotments were available 
in time for most producers to take full advantage of them, 
and marketing quotas were improved by producers in some areas 
and disapproved in others. In 1939 producers demonstrated 
that they could work together on a national scale to adjust 
crop production effectively, and that they would cooperate in 
the Ever-Normal Granary Program. 
The program in 1939 also demonstrated its essentially 
democratic nature. Provisions of the program are available 
for use if farmers wish them, but only if farmers do wish then. 
If producers generally are opposed to applying the conservation 
eeGerad, they need not participate, and on marketing control 
measures, farmers have the power through referendums to make 
quotas effective or not effective. For example: tobacco grow- 
ers in two of the principally producing areas decided against 
using marketing quotas for the year 1939, and the 1939 tobacco 
crop was grown and marketed without the quotas which had been 
in effect the previous year. For 1940 these growers voted to 


use the marketing quotas again. 


(1) The Seventh Annual Report of the Farm Credit Administration, 
1939, (Washington, 1940), pp. 2-15 
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In 1939 the soil-building provisions of the AAA 
program were adapted more closely to the needs of the farmers. 
Working on their own land, farmers throughout the Nation are 
improving the soil on a larger scale than ever before. In 
short, in 1939 the AAA farm program demonstrates that it is 
essentially a program of protection. It protects consumers. 
It protects the soil. It protects the farmers. It protects 
our P eraiyths 

The AAA program has protected the farmer against 
world-wide economic forces during the years that it has been 
in effect, but the full extent of this protection was realized 
only when the war broke out and our foreign trade in agricul- 
tural products was sharply curtailed without the protection 
offered to farmers by the Ever-Normal Granary Program. With- 
out the acreage allotments, loans and marketing quotas, and 
measures such as export subsidy,farmers today would be in a 
most precarious position. With the protection afforded by 
these measures, farm income has been maintained at mach high- 
er levels than would have been pos sible without the farm pro- 
gram. Returns to farmers have been increased largely through 


supported prices and also through conservation and parity 


(1) United States Department of Agriculture, Agricultural 
Adjustment, 1939-1940, Agricultural Adjustment Adminis- 
tration, (Washington, 1941), p. 3 
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payments. Farm buying power in 1959 was 72% larger than in 
1932 and was equal to that in 1929. Without a farm program, 
it is likely that the national farm income would have been 
two and a half billion dollars less in 1940 than it actually 
was. 

Not only have prices and income in general been 
protected, but under the crop insurance for the wheat program 
producers of the crop have been assured that they will have 
wheat to sell,even though adverse weather or other unavoid- 
able hazard reduces or destroys their crop. 

Through the live-at-home programs, patie have been 
encouraged to grow more food and feed and to improve their 
home living. The inclusion of a home-garden practice in the 
program in 1940 has given additional impetus to the work. (1) 

Agriculture at the beginning of the defense program 
found itself in an excellent state of preparedness. But in 
the future agriculture faces some problems as difficult as 
those facing any of our other industries. The one that is basic 
is the loss of export outlets for several of our major crops. 
The war thus far has cut off a large part of these markets and 
undoubtedly will continue to do so until there is peace. The 


loss of export markets means that we are going to have to make 





(1) United States Department of Agriculture, Agricultural 
Adjustment, 1939-1940, Agricultural Adjustment Adminis- 
tration, (Washington, 1941), p. 7 
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some important adjustments in our agriculture, and probably 
the greatest changes will take place in the cotton belt. 
We have made substantial progress in adjusting the production 
of cotton to the demand, but world conditions may require 
some further adjustments. Any change to the farming system 
in such a large area of the country will, of course, have re- 
percussions on all our agriculture. Our task is not to impede 
these shifts, but rather to make certain that the changes are 
made in an orderly manner, and that the solution of the prob- 
lem in one area does not lead to a greater problem somewhere 
else. 

Looking beyond the inmediate future to the conclu- 
Sion of the present hostilities and the tapering off of the 
defense program, we can see that the problems of agriculture 
are likely to be more acute than they have ever been, and the 
need for a strong farm avaeeen is going to be greater than 
ever. The nation will then be faced with the problem of ab- 
sorbing into other employment large numbers who lave been em- 
ployed in defense industries. Without such reemployment, 
there would be a diminishing national income with an accom- 
panying decline in farm income. 

The present adjustment program provides machinery 
whereby farmers, individually and collectively, can make their 


maximum contribution in the working out of the problems which 
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lie ahead. The democratic methods of the program's adminis- 
tration and the opportunity for face to face discussions 

about problems by small groups of farmers, city workers, and 
business men offer an unparalleled opportunity for making a 


national adjustment in a democratic way. (1) 


(1) United States Department of Agriculture, Agricultural Adjust- 
ment, 1959-1940, Agricultural Adjustment Administration, 
(Washington, 1941), pp. 9-10 
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